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Mr. Manon. The committee will please be in order. 

Mrs. Rosenberg, as you well know, the members of the Appropria- 
tions Committee are keenly interested in all aspects of the defense 
program. One that is of great interest is this business of military 
and civilian personnel. We have a lot of money being spent in that 
field; and, of course, it is a very important and necessary field of 
operation. 

We want you to give us a statement; then we will want to ask you 
some questions. In fact, we have already sent to you a number of 
questions which we would like to have you answer. 

The committee will be very glad to hear you. I understand you have 
a short prepared statement. 


GENERAL STATEMENT 


Mrs. RosenberG. I started out with a 35-page statement originally, 
but I reached the conclusion that you had about reached the satura- 
tion point so, I have reduced my statement, and will supply to the 
committee some exhibits and the book that has been presented to you 
already. 

I know that at this late date in your hearings you are not interested 
in a long philosophical discussion on manpower. Consequently, I will 
confine my statement to a brief summary of what we have done in the 
past 8 months. I have had more detailed information on the work of 
my office prepared in the form of appendixes which I will leave with 
you. 


MANPOWER CONTROLS 


At my appearance before this committee in July of last year, I told 
you about some of the specific actions we had already taken to control 
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manpower in the Defense Establishment. Mostly, however, I dis- 
cussed things that we planned to do. During the past half-year we 
have put into operation—in both the Office of the Secretary of Defense 
and in the services—systematic and continuing procedures for con- 
trolling manpower. These improvements not only made it possible 
to do more with the personnel on board but also made it possible to 
limit our personnel requirements for fiscal year 1953. We es made 
real progress, but the job is so enormous and the possibilities for 
further improvements are still so great that I hope you will realize 
that what I will say is but an example of what can be done. 

More important, I think, than the actual savings we have made by 
our procedures is the fact that the services are more aware of the 
Shealehe necessity of instituting better manpower controls which will 
result in greater economy in dollars and personnel. Within the poli- 
cies that we have established, we are giving the services all possible 
assistance in establishing better manpower controls, recognizing that 
the responsibility for execution and results rests with them. 

The Secretary of Defense and the chiefs of the services have co- 
operated fully, and the latter are now requiring more detailed justifi- 
cation from their subordinates for personnel requirements. They are 
also expanding their surveys of manpower utilization, using the 
methods worked out jointly by my staff and their representatives. 
Our joint visits to the field have not only resulted in actual manpower 
savings but have also developed a fuller understanding by the people 
in the field of the problems involved and of the necessity to economize 
in the use of manpower. 

Until last summer, the services submitted requests for additional 
civilian personnel as the need arose. We granted increases within 
available resources, if we felt they were justified. We are now review- 
ing the entire civilian manpower program of each department on a 
quarterly basis. Our reviews are extremely comprehensive and con- 
sider all factors which affect the workload. No increases are granted 
unless fully justified. 


QUARTERLY REVIEWS OF MANPOWER REQUIREMENTS 


For example, since our quarterly reviews began in the first quarter 
of this fiscal year, the close scrutiny of programs acted as a brake, 
and civilian employment increased by an average of only 7,800 per 
month during the first 7 months. The average increase of 7,800 per 
month during the first half of fiscal year 1952 is a marked reduction 
when compared with the average increase of 41,000 per month during 
the preceding half year. 

This is particularly significant when you consider that the work- 
load has continued to increase at a rapid rate. This moderate monthly 
increase also reffects the result of a temporary freeze which the De- 
partment placed on the hiring of graded civilian personnel when the 
appropriation bill was under consideration last fall. It may be of 
interest to note that 17 percent of the civilians added during the past 
7 months were assigned to Mutual Defense Assistance Pact activities. 
The remainder was due to new and increased workloads in our serv- 
ice programs. The detailed results of our reviews and the reductions 
made are given in appendix A. 





And, if I may, I will just read to you a few paragraphs from this 
exhibit. [Reading: ] 


Due to delays in receiving final approval on the fiscal-year-1952 estimates, 
tight controls were held on new civilian employment until the appropriation bill 
was approved. This resulted in absorbing or delaying some of the increased 
workload during that period, as the employment was generally held close to 
the June 30, 1951, level. Initial reviews of civilian personnel programs by 
Office of the Secretary of Defense were held during October and November 1951. 
The purpose of the review of civilian personnel programs is not only to consider 
the personnel required for new or increasing workloads but also to analyze 
existing programs to see whether they should be reduced or eliminated, in ac- 
cordance with over-all objectives, and the personnel resources thus released 
applied to new or higher-priority projects. Ceilings established as of De- 
cember 31, 1951, totaled 31,000 less than service requests, as indicated below. 


T have a chart in exhibit A, which is before you. This chart shows 
the number of civilians requested by the services and the number we 
approved. 

(Appendix A reads as follows:) , 


APPENDIX A 


SAVINGS IN USE OF MANPOWER, MILITARY AND CIVILIAN, WITHIN APPROVED BUDGET 
PROGRAMS FOR FiscaLt YEAR 1952 


On hand Military ! Civilian 





| 
Fuse ea SMN Git ee ch SLC Sheer ge) eae 3, 242, 877 | 1, 235, 498 
Dee. 31, 1951 DS cere irs Spit viee er cute barn a 3, 459, 400 | 


, 1, 278, 014 
Ceiling, Dee. 31, 1951. .............- TNE EE Se ee ee ‘ panne Bie d: | 1, 369, 610 
June 30, 1952 (estimated) Mish. fae ‘ AR NRE OS as } 3, 586, 670 | (2) 





1 Excluding West Point cadets and Navy officer candidates. 
2 Subject to review. 


EXAMPLES OF ACTIONS TAKEN BY OFFICE, SECRETARY OF DEFENSE 


1. Reviews of programs 


(a) Military—The approved military programs for fiscal year 1952 were re- 
viewed periodically during the past 6 months by the Office of the Secretary of De- 
fense. Also, the services reviewed their programs. The reviews were checks on 
whether facilities and equipment were available to effectively use personnel 
according to the programs that were set up in the original budget planning or to 
revisions in those programs. A summary of the reviews of the service pro- 
grams is included below. 

(1) Army: The initial review of the Army military personnel programs was 
made in July 1951, after the Joint Chiefs of Staff had approved 21 divisions for 
the Army as part of the interim forces. Within the previous plan, the Army 
had provided trained men to permit some overlap in making replacements in 
order to maintain the combat effectiveness of units. As a result of the review, 
this policy was changed and the authorizations for such replacements were 
used to start building toward 21 divisions within the then authorized strength 
of 1,552,000. 

A further increase was requested in military personnel to provide 68,000 as a 
requirement to sustain rotation and replacements for personnel in Korea, since 
the authorized strength of 1,552,000 did not provide for this requirement. After 
the review, 44,000 was approved as a requirement, and the new strength for 
June 30, 1952 was 1,596,000. 

Later, the June 30, 1952 approved strength of the Army was reduced to 1,- 
559,000 to meet revised fiscal year 1953 program goals. 

(2) Navy: The Navy program in the fiscal year 1952 budget provided for 
805,000 naval personnel. The interim forces approved by the Joint Chiefs of 
Staff, increased the manning level of the Navy and added some combatant ships. 
The initial estimate of military personnel for the revised forces called for 857,- 
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000. This estimate was later revised by the Navy, and after further review by 
the Office of the Secretary of Defense was established as an approved require- 
ment for 853,000. 

A subsequent review by the Navy of their equipment and personnel procure- 
ment capabilities resulted in their reducing the military personnel obiective for 
June 30, 1952 to 820,000 as an intermediate goal in reaching a strength of 
853,000. 

(3) Marine Corps: The initial approved strength of the Marine Corps for 
fiscal year 1952 was 175,000 exclusive of the personnel requirements for sustain- 
ing combat in Korea. As hostilities continued into fiscal year 1952, their 
strength was increased to 204,000 to provide for this requirement. After the 
approval of the interim forces by the Joint Chiefs of Staff which increased the 
Marine Corps to three divisions and three air wings, a military personnel re- 
quirement of 236,126 was submitted for the revised forces. Upon review, this 
was revised to 235,320 as the objective for June 30, 1952, due to the unavailability 
of the required number of Reserve officers in the necessary grades and possessing 
the required skills. 

(4) Air Force: The approved military end strength of the Air Force for fiscal 
vear 1952 was 1,061,000. Because of delays in getting rights for overseas 
bases, construction of public works and production of equipment and slippage in 
personnel procurement, the Air Force rephased their military personnel and 
established an end strength of 973,000 as a more realistic goal for June 30, 
1952. 

(b) Civilian——Due to delays in receiving final approval on fiscal year 1952 
estimates, tight controls were held on new civilian employment until the appro- 
priations bill was approved. This resulted in absorbing or delaying some of the 
increased workload during that period as the employment was generally held 
close to the June 30, 1951 level. Initial reviews of civilian personnel programs 
by Office of the Secretary of Defense were held during October and November 
1951. The purpose of the review of civilian personnel programs is not only to 
consider the personnel required for new or increasing workloads, but also to 
analyze existing programs to see whether they should be reduced or eliminated, 
in accordance with over-all objectives, and the personnel resources thus released 
applied to new or higher priority projects. Ceilings established as of December 
30, 1951, totaled 31,000 less than service requests as indicated below : 





| Actual Department ati - 
strength, request for pee. et, Reduction 
June 30, 1951 | Dee. 31, 1951 | V°? Celine 
Army aki : Fa. 521, 018 | 588, 000 | 582, 000 6, 000 
Navy ESTERS el a Phe 0 $ e 451, 586 | 512, 000 | 495, 000 17, 000 
BG 5 i So tae wits es. en 260, 613 | 298, 000 | 290, 000 . 
RRR aS Bs, © Se. FE 1, 233, 217 1, 398, 000 | 1, 367, 000 | 31, 000 





The December 31 ceilings provided sufficient personnel to meet the immediate 
workload during the period of reprograming. The imposition of the graded 
ceiling required complete reprograming by the services to obtain the best use of 
civilian personnel resources during the balance of the fiscal year. 

Reviews of third quarter fiscal year 1952 civilian personnel requirements are 
now being completed. Further ceilings will be established as the results of these 
reviews are evaluated. % 

Civilian employment in the Department of Defense increased about 54,000 
during the period June 1951—January 1952, an average of 7,700 per month. One 
of the major areas of increase during this period was the Mutual Defense Assist- 
ance Program, which accounted for 17 percent of the increase. 

2, Utilization surveys 

“On the ‘spot’ manpower utilization surveys at field installations are being 
conducted by the services with the assistance of the Office of the Secretary of 
Defense representatives. The surveys, which were started last summer at 3 
stations on a “pilot model” basis, have now been expanded to 20. Results 
of the three pilot surveys are summarized below : 

(a) Fort Knoxr.—The survey indicated that 1,698 of the 5,090 general service 
military personnel could be replaced by limited service personnel, women in 
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uniform, and civilians. To date, 900 have been replaced and have been assigned 
to overseas duty or to combat units in the United States. 

{b) Lackland and Sheppard Air Force Bases.—Total spaces authorized have 
been reduced from approximately 12,000 to 10,000 as a result of the survey. The 
survey indicated that approximately 3,600 of the 10,000 spaces should be filled 
by combat qualified personnel. The remaining spaces could be filled by limited 
service personnel, women in uniform, and civilians. To date, SOO general service 
personnel have been replaced and are being processed for reassignment. In 
addition, 200-250 profile C military personnel and 100 civilians are scheduled 
to replace combat qualified personnel each month until the replacement program 
is completed, 

(c) Great Lakes Naval Training Center.—The survey found that only 1,090 
of the 4,798 enlisted allowance require “sea-duty” physical or experience quali- 
fications. To date, 400 general service personnel have been replaced with 
WAVES. Personnel replaced have been or are being reassigned to sea duty. 
The Navy reports difficulty in recruiting civilians in the critical labor market in 
the Chicago area. WAVES will continue to be used to replace general service 
personnel at Great Lakes. 


3. Review of military personnel procurement plans 


During the past 7 months, the Office of the Secretary of Defense has care- 
fully reviewed the plans of the services for procuring personnel both by volun- 
tary enlistment and through the Selective Service System. Personnel procure- 
ment plans are approved only in sufficient numbers to meet approved strength 
objectives and only after it has been determined that facilities, weapons, equip- 
ment and trainers are available. In cooperation with General Hershey, induc- 
tion calls have been adjusted to compensate for changes in recruitment, casualties 
and other strength adjustments. By bringing personnel into the services only 
when they are needed, savings in manpower and dollars have been made. These 
savings are reflected in our request for funds in the fiscal year 1952 supplemental 
appropriations. 

j. Recall of Reserves 

Service programs for the recall of Reserves have been reviewed carefully to 
insure that those recalled, particularly involuntarily, were needed for key or 
specialist assignments. Even then, except for those without prior service, and 
who would otherwise be eligible for induction if they were not in the Reserves, 
only the number required to maintain combat effectiveness and to train replace- 
ments were approved. 

For example, between now and next July, the Navy has need for 5,000 officers 
to be recalled as replacements and to meet the needs of the expanded force. Of 
these, 1,400 will be Medical Corps. Many will be officers who received their 
commissions just prior to the end of World War II. Inthe Marine Corps, against 
a requirement of 2,198 officers and 1,000 noncommissioned officers, only 1,244 
and 763, respectively, will be ordered to active duty involuntarily. These are 
primarily pilots and aviation specialists that are needed for the third air wing 
and for replacements until new men can be trained. 

EXAMPLES OF ACTIONS TAKEN BY THE SERVICES 
1. Increased combat strength 

(a) Army: By June 30, 1952, the Army will increase its combat units by 2 
divisions within the same strength authorized for 18 divisions. The Officers’ 
Candidate School output has been doubled to graduate approximately 16,000 
officers per year. Trainer and trainee spaces totaling 20,000 for this purpose 
will also be absorbed. Both of these increases (combat strength and officer 
training) will be at the expense of some reduction in manning levels, but better 
management of personnel resources will prevent impairment of the Army’s 
combat, mission. 

(b) Navy: An inereased degree of readiness in forees afloat by June 30, 1952, 
involving 15,000 personnel will be met within present military personnel authori- 
zations. Shore installations will be reduced to provide the men needed and hence 
operate at lower strength. 

(c) Marine Corps: The Marine Corps will increase its operating forces by 
24 percent with only a 7 percent increase in personnel in the supporting forces— 
supply, training, ete. 

(d) Air Force: Since December 31, 1950, Air Force total military strength has 
increased 52 percent whereas combat strength has increased 85 percent. This 
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has been done by reducing the supporting forces and the technical training 
base. A revised personnel intake plan resulting from a slower build-up in 
strength has also reduced interim goals. 

A reorganization of the Air Defense Command will eliminate some inter- 
mediate headquarters and save 5,000 spaces which will be utilized to increase 
the programed combat potential of the Air Defense Command. This plan will 
be implemented this month. 


2. Other personnel savings 

(a) Army: Department of the Army “on the spot” surveys and inspections 
have reduced authorizations during the first quarter of fiscal year 1952 by 
3,000 civilians. During the second quarter, authorizations were reduced by 817 
military and 590 civilians and increases of 306 military and 240 civilians were 
denied. A few specific examples of savings as a result of surveys are: 














Reduction in authorization 
Installation Survey month : 
Military | Civilian 
a 
Redstone Arsenal, Ala_....-_.-- RRM 8 SSR 2b, MS | November 1951__.____- EP ERE HC 241 
Fort Ord, Calif. ............ beavis -titeckacbeaeee gg. See hp ME Tesncctsnsicis 
Atlanta Depot, Ga----____- nbd Sutin Lat asbinih suieankial September 1951__.___--| 4 203 








Despite increased workloads, civilian personnel has not increased propor- 
tionately. For example, installation support has gone up 7 percent while person- 
nel for this work has increased only 3.4 percent. Many new jobs, such as the 
establishment of a national stock-control point for guided missiles and rockets 
at Redstone Arsenal, a language school at Monterey, Calif., the expansion of 
existing facilities at Camp Cooke and Camp Polk for the support of the Forty- 
fourth and Thirty-seventh Divisions, have been accomplished within present 
ceilings. 

(b) Navy: Additional personnel for new projects similarly will be met with 
present resources. In addition to the atomic energy power application program, 
standardization specification program, and new construction program, other re- 
quirements which will be absorbed are: Personnel for activation and delivery of 
vessels to foreign countries, personnel for training foreign military personnel, 
and for a new command (Headquarters Allied Forces at Naples). 

Manpower savings by improved administration throughout the Navy have 
been numerous and savings have been reflected in the fiscal year 1953 estimates. 
Examples: Records and form management have saved 50,500 man-hours a year; 
equipment standardization in Bureau of Aeronautics, 18,000 man-hours; 235 
records surveys during fiscal year 1951 in the Navy Operating Forces and Shore 
Ustablishment released clerical time valued at $500,000 and space and equipment 
valued at $275,000. 

(c) Air Force: Examples of savings by the application of management prin- 
ciples are: 

(1) Combining marksmanship and physical training with tactical instruction 
at Lackland Air Force Base in December 1951 saved 273 spaces. 

(2) Discontinuance of the United States Air Force absentee apprehensive 
program in summer of 1951 and transferring functions to other agencies saved 
213 spaces. 

(3) Revision of administrative procedures at Air Force ports of embarkation 
saved 500 man-years. 

These savings have permitted absorbing other workloads without increase in 
personnel. 

(4) Responsibility for supply and administration functions on Guam was 
transferred to the Air Force from the Department of the Army without a change 
in troop strength and the Air Force has absorbed this workload. 


8. Release of reservists 
(a) Army: During fiscal year 1952 the Army is releasing approximately 
190,000 reservists from active duty. Processing of this group of personnel is part 


of the huge administrative problem that must be accomplished by existing Army 
personnel. 
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(b) Navy: During fiscal year 1952 the Navy is releasing approximately 95,000 
reservists from active duty. Processing of this group of personnel must be ac- 
complished by existing Navy personnel. . 

(c) Marine Corps: During fiscal year 1952, the Marine Corps is releasing ap- 
proximately 70,000 reservists from active duty. The processing of this group of 
personnel for release is being accomplished by existing Marine Corps units with- 
out any increase in personnel. The processing includes writing of orders, clos- 
ing of pay records, physical examinations, recovery of Government equipment, 
indoctrination lectures, etc. (The only exception is the case of a special unit 
activated in San Diego, Calif., to process reservists returned from Korea for 
release. This unit was formed in order that release of these reservists, who 
return to the United States in groups of several hundred at a time, could be 
expedited in accordance with the Reserve release schedule. ) 

(d) Air Force: During fiscal year 1952 the Air Force is releasing approxi- 
mately 50,000 reservists from active duty. Processing of this group of personnel 
is being accomplished by existing Air Force personnel. 

Now, subsequent to this we also have had reviews of civilian person- 
nel requirements for the services for the third quarter of fiscal year 
1952. This is not shown in this appendix, because this major review 
has just been completed. I would like to tell you about it. 

As I said a moment ago, the services’ requests for the second quarter, 
ending December 31, 1951, were reduced by 31,000 persons. : 

The services’ requests for the third quarter, ending March 31, 1952, 
were reduced 18,238. 

The savings during the 6-month period are the 31,000 and 18,238 
reduction. The two together represent a total saving of approxi- 
mately 12,300 man-years, and considered at a cost of approximately 
$3,600 per man per year, represents a total of approximately $43 
million saved for the second and third quarters of the fiscal year 1952. 

In other words, if this had not been done, an additional $43 million 
would have been withdrawn from the Treasury. 

What the savings can be for the fourth quarter I cannot say, because 
we have not yet reviewed the civilian personnel requirements. All of 
the reductions were within the total number that the committee 
granted to us. Within that number, we have saved 12,300 man-years. 
This represents a considerable dollar saving. 


MANPOWER UTILIZATION STUDIES 


Now, we have also made some manpower-utilization studies to 
which I would like to call your attention just briefly. The utilization 
of manpower at field installations has been studied by the services 
with the assistance of representatives of the Office of the Secretary of 
Defense. This is a program which we started last year at some three 
stations on a pilot model. We have now expanded the program to 
20 stations—20 installations, where the services have joined with us 
in making the surveys. Some of the lessons learned in the first three 
studies are being used in these latest surveys. 


FORT KNOX 


One of first three was Fort Knox, where the survey indicated that 
1,698 of the 5,090 general-service military personnel could be replaced 
by limited-service personnel, women in uniform, and civilians. To 
date, 900 have been replaced and have been assigned to overseas 
duties or to combat units in the United States. 
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LACKLAND AND SHEPPARD AIR FORCE BASES 


At the Lackland and Sheppard Air Force bases, in the second pilot 
study, total spaces authorized have been reduced from approximately 
12,000 to 10,000 as a result of the survey. The survey indicated that 
approximately 3,600 of the 10,000 spaces should be filled by combat 
qualified personnel. The remaining spaces could be filed by limited- 
service personnel, women in uniform, and civilians. To date, 800 
general-service personnel have been replaced and are being processed 
for reassignment to combat units. 

In addition, 200 to 250 profile C military personnel and 100 civilians 
are scheduled to replace combat-qualified personnel each month until 
the replacement program is completed. 

Mr. Manon. Let me interrupt you for a question. 

Mrs. Rosenpere. Certainly. 

Mr. Mauon. Are these examples that you are giving us indications 
merely of switching the performance of certain duties or jobs from 
military to civilians, or is there also included in here an over-all 
reduction in personnel ? 

Mrs. Rosenperc. Both; for instance, at Lackland there were 
approximately 12,000 personnel that have been employed, and that 
was reduced to 10,000. 

Mr. Manon. Yes, I followed that point. 

Mrs. Rosenserc. Then we come to the second part, of how man 
of the people needed would be fully combat-qualified mises 4 
These are the most expensive personnel we can possibly use if the 
jobs do not require fully combat-qualified personnel. 


GREAT LAKES TRAINING CENTER 


At the Great Lakes Training Center the Navy found that only 1,090 
of the 4,798 enlisted allowance required “sea duty” physical or ex- 
perience qualifications. To date, 400 general-service personnel have 
been replaced with Waves. Personnel have been or are being reas- 
signed to sea duty. The Navy reports difficulty in recruiting civilians 
in the critical labor market, in the Chicago area. Waves will continue 
to be used to replace general-service personnel at Great Lakes. 


DUTIES OF LIMITED-SERVICE PERSONNEL 


Mr. Gore. What are some of the duties that people with limited 
physical ability perform ? 

Mrs. Rosenserc. Some of the duties are of a clerical nature, such as 
classification duties. For instance, personnel classification is best done 
by a serviceman instead of by a civilian, because they really know 
much more about the operation. Further, they often work on a round- 
the-clock basis. Instead of paying overtime, which we have to do for 
civilian employees, we use military personnel. These jobs run all the 
way from jobs in the office to maintenance jobs and to Quartermaster 
jobs. 

Mr. Gore. Do you require the men of limited physical status to 
also take drilling and training? 

Mrs. Rosenserc. We do not when they are on the job. There are 
two kinds of limited personnel. We have those that we have to take 
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into service on the basis of Public Law 51, who are not really fully 
physically or mentally capable of going into combat jobs in the service. 
We have to take in all men with an intelligence quotient above the 
lowest tenth percentile. It used to be 13 percent. We now take in 
those above the lowest 10 percent. We take some men who are physi- 
cally qualified to perform military service but not combat service. 

Then we have a second kind of group that comes back from the 
combat zone. For instance, those who are no longer capable of per- 
forming combat service, and who should be assigned to shore duty 
of any kind that will not tax their physical capability. 

Then we have a third kind of personnel who must be assigned to 
duty in the United States. These are combat-qualified personnel who 
have been returned from overseas on rotation. Now, even though you 
will find that the spaces could be filled by non-combat-qualified per- 
sonnel, spaces have to be kept for men who are fully qualified and who 
are entitled to come back under the, rotation system. The Navy, for 
instance, has a ship-to-shore rotation system whereby personnel are 
permitted to serve part of the time ashore. 

Mr. Gore. That sounds very good, and I am sure that in many 
cases the generalities which you are presenting are true. .But the 
information has come to me concerning a number of men of limited 
physical capability still being retained in the service and who do noth- 
ing except wait for the small time of training to which they are 
assigned. Otherwise, they do nothing but occupy space and eat 
rations. 

Mrs. RosensBerc. I am quite sure, Congressman Gore, that there 
are many examples which you can bring out, and which I can cite 
to you. We started first in the installations in the United States to 
find out the kind of jobs that could be performed by men who are 
not combat-qualified. These were the first utilization studies which 
it mentioned previously. The second step was to put them in a job 
where a man who was not physically qualified for combat service 
could perform service. 

Then we have a third step. I would like to talk to you off the 
record about it. If I may 

(Off-record discussion. ) 





RESTRICTED TRAINING FOR LIMITED-SERVICE PERSONNEL 


Mrs. Rosenserc. We have now succeeded in earmarking the jobs in 
which the men who are not fully combat-qualified can perform 
profitably. We feel that these men whom we are taking mto the 
service now, as required by Public Law 51 who are not fully combat- 
qualified, should not have to go through the entire basic-training 
program, because in that process we spend too much time, use train- 
ing facilities for a longer period of time, use more trainers, and 
spend considerable money on them. In return, neither they nor the 
country will receive a commensurate return on the investment. We 
are developing a plan in the Office of the Assistant Secretary whereby 
when these men are taken into the service they could be clearly ear- 
marked as men who would never be in combat. They would receive 
restricted basic training instead of the full basic training, because 
ae jobs would be restricted. Their jobs would not be combat 
jobs. 
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This training could be accomplished, in my estimation, in a much 
shorter time, and thereby save a great deal of the expense usually 
expended on training. For instance, instead of a 16-week program, 
required in the full basic training, it could be cut down to, say, 8 weeks. 
In that way we could use the same facilities for twice as many men 
and we would have eight more weeks for using them on the job into 
which they would be put. We would not be wasting the equipment 
and the trainers’ time in preparing them for jobs which they would 
never perform. We would not slow down the training of men who can 
go through training much faster, since they would not be trained with 
the men who have some physical or mental limitations, And further, 
the men with limitations would not acquire service disability—that is 
not the word. 

Mr. Manon. Service-connected disability, you mean? 

Mrs. Rosenserc. No; service-aggravated disability. When they 
come into the service with a disability, if they perform a job in the 
service like the one which they were performing in civil life, they 
would be less likely to acquire service-aggravated disabilities. But, 
if they have to go through regular training to equip them for combat 
service, they may have their disabilities aggravated, which would 
result in disability benefits. 

We are paying heavy pensions today from the First and Second 
World Wars because of that type of disability. 

If this program can be put into effect, we hope the pension eligi- 
bility procedures for these men can also be changed. We now have 
from one of the services a program along these lines which we think 
is very good. We hope to have similar ones in the near future from 
the other three services. 

Some of the savings which have been effected by the services are 
indicated in appendix A, which you have before you. 


INCREASE IN COMBAT STRENGTH OF THE MILITARY 


Now, something in regard to increasing the combat strength of the 
services. First, the Army. By June 30, 1952, the Army will increase 
its combat units by two divisions within the same strength authorized 
for 18 divisions. The officer-candidate-school output has been doubled 
to graduate approximately 16,000 officers per year. Trainer and 
trainee spaces totaling 20,000 for this purpose will also be absorbed, 
with no additional manpower being authorized. Both of these in- 
creases, combat strength and officer training, will be at the expense 
of some reduction in manning levels, but better management of per- 
sonnel resources will prevent impairment of the Army’s combat 
mission. 

In other words, there is no change in the Army mission, and there is 
no change in the state of readiness, but there is better management 
of the same number of people. 

The Navy will have an increased degree of readiness in forces afloat 
by June 30, 1952, involving 15,000 personnel, and this will be met 
within the present military personnel authorization. 

Shore installations will be reduced to provide the men needed and 
hence operate at lower strength. 

The Marine Corps will increase its operating forces by 24 percent, 
with only a 7-percent increase in personnel in the supporting forces— 
supply, training, and so forth. 
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In the Air Force: Since December 31, 1950, Air Force total mili- 
tary strength has increased 52 percent, whereas combat strength has 
increased 85 percent. This has been done by reducing the wre” are 
forces and the technical-training base. A revised personnel-intake 
plan resulting from a slower build-up in strength has also reduced 
interim goals. 

A reorganization of the Air Defense Command will eliminate some 
intermediate headquarters and save 5,000 spaces which will be utilized 
to increase the programed combat potential of the Air Defense Com- 
mand. This plan will be implemented this month. 


SAVINGS AS RESULT OF BETTER MANAGEMENT 


I would like to mention some other savings in the Army, Air Force, 
Marine Corps, and Navy, which are the result of better management 
of personnel. 

I would like to call the committeé’s attention to the load that the 
services have to absorb for which no additional personnel are avail- 
able. In fiscal year 1952, the Army is releasing approximately 190,000 
reservists from active duty; the Navy approximately 95,000 reserv- 
ists; the Marine Corps, 70,000 reservists, and the Air Force, approxi- 
mately 50,000 reservists. 

All of this extra administration, Mr. Chairman, was accomplished 
without additional personnel given to any one of the services. 

These are just a few of the examples which I think illustrate what 
we are doing, and which I want to bring to the attention of the com- 
mittee. 

The military-personnel program of each of the four services is 
reviewed monthly. These reviews are not on the same basis as the 
civilian reviews, since recruiting quotas and draft calls must be deter- 
mined each month. Asa result of these reviews, quotas for new per- 
sonnel to be procured by recruitment and induction are established 
after considering factors such as availability of facilities and equip- 
ment and lead time required for training. Our goal in these reviews 
is to assure that personnel are not brought into the service until justi- 
fied both as to the numbers needed and the utilization of those on 
hand. In other words, if supplies and equipment are not received, 
the quotas are changed so we will not have personnel on board who 
are not performing any useful function, because by the time they be- 
come useful there is little time left before they will be discharged. 
So that, if there is a slippage in receipt of equipment, then the number 
of men required is cut down at the same time. That has been most 
important. We have arranged with General Hershey to change the 
selective-service quotas:as required. If we can keep the number of 
inductees coming in from selective service to the minimum, that re- 
sults in considerable savings, not only in men but in dollars. 

We review the civilian requirements every 3 months, and the military 
requirements every month. It is of the utmost importance that we 
act upon the military and civilian manpower requirements of the 
Department of Defense as one package, and it is of the utmost im- 
portance that military and vais manpower requirements be con- 
sidered as integral parts of the over-all program, and one should not 
be considered alone but only in its relation to the other. 
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No real economy in the use of manpower can be achieved without 
recognizing this principle. We are fully aware of the relation of the 
armed services’ manpower requirements to production capabilities 
and to the total national economy. Lead time in procuring and train- 
ing personnel is as important as lead time in production. 

Let me give you an example. Say, the Army needs a port bat- 
talion. The personnel im a port battalion need very short time for 
training. We do not want to get the personnel trained ahead of the 
time the battalion is needed. We consider how many port battalions 
the Army is going to need and when the battalions will be needed. 
Then we consider the lead time for training just as we do in con- 
sidering the lead time for airplane production. 

The number of departmental personnel on duty in the Washington 
area was a matter of particular concern to both your committee and 
myself at the hearings last summer. In July 1951 we not only froze 
existing ceilings, but directed a 5-percent cut in both military and 
civilian personnel be made by October 1951. 

After a reduction of about 2,500 personnel was effected, ceilings 
were established at the reduced level. Since the ceiling has been in 
effect we have received 13 requests for relief, totaling over 2,000 spaces 
for increased workloads. We have granted increases of 54 military 
and 11 civilians. During the past 5 months the services, with some 
difficulty, have been able to absorb the increased workload. Some 
examples of new or increased functions are the mutual defense as- 
sistance program, small-business assistance, expansion in procurement, 
preparation of plans for universal military training, new Uniform 
Code of Military Justice, and preparation of plans for development, 
procurement, and use of new weapons. 

All of these additional workloads had to be absorbed within the 
reduced ceiling. 

We have also sent teams to field installations to see that both 
civilian and military personnel are being better utilized—at the work- 
bench, in the offices, at supply installations, and in _ training 
establishments. 

For example, the activities of these teams at Fort Knox, Great 
Lakes, and Sheppard and Lackland Air Force bases have resulted in 
a reduction of over 2,500 personnel spaces. Further, at these stations, 
approximately 2,100 combat qualified military personnel have been 
replaced by women in uniform, men with limited physical qualifica- 
tions, or civilians. The personnel replaced have been or are being 
transferred to combat duty. You will find details in appendix A, 
which we have already placed in the record. This replacement pro- 
gram is not proceeding as fast as we would like because of the restric- 
tions on employment of graded civilians imposed by the 500,000 
ceiling, the difficulty of hiring civilians in areas with a tight labor 
market, and the discouraging results of our efforts to recruit women. 
The utilization program started with 3 stations and is now oper- 
ating in 20 stations with the individual services conducting the sur- 
veys, together with members of my staff. 

With the experience gained in the pilot-model field surveys, we are 
now making a study of the sab leaill versus personnel authorized in 


all continental establishments. We will use such personnel savings 
as we are able to make in our periodic program reviews to continue 
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our program of replacing military personnel with civilians. If any 
major replacement is to be made, special funds will have to be provided 
to us for this purpose, since none of the civilians provided for in the 
fiscal year 1953 budget are specifically scheduled as replacements for 
military personnel, 

The first step in the preparation of our manpower estimates for 
fiscal year 1953 was the issuing of detailed policies and guidelines to 
the services by the Office of the Secretary of Defense. “They trans- 
lated-the forces and state of readiness established by the Joint Chiefs 
of Staff into a form which the services could use in preparing their 
personnel programs. We feel that the foundation of sound program- 
ing is a clear understanding of the job to be done. Heretofore, the 
policies and guidelines have been rather broad and general in nature, 
so that service programs often deviated from desired objectives be- 
vause of the services’ interpretations. This caused frequent repro- 
graming after the review by the Office of the Secretary of Defense. 
You will find a copy of the guidelines as tab D in the folder I have 
prepared for your information on the work of my office. 


MILITARY MANPOWER REVIEWS 


This year, for the first time, complete military manpower reviews 
were held by the Office of the Secretary of Defense. The programs 
were analyzed in terms of the operating needs, as well as from the 
standpoint of dollar cost. The reviews were conducted by the new 
Requirements Division of the Office of Assistant Secretary of De- 
fense—Manpower and Personnel—and participated in by the staffs 
of Mr. McNeil’s office and of the Bureau of the Budget. 

The joint reviews not only saved time for the services in preparing 
their final budget estimates, but also resulted in reducing the number 
of military personnel in the original estimates submitted to the Sec- 
retary of Defense by 178,635. I consider that the success of these first 
joint manpower reviews constitutes one of our most significant 
achievements thus far since we were not only able to make substantial 
savings but also secure agreement from the services as to the necessity 
for the reductions... Details of the savings made are provided in 
appendix Bb, 

CIVILIAN MANPOWER REVIEWS 


The civilian manpower portion of the budget provides for an in- 
crease of 147,000 civilian employees by June 30, 1953. Of the 147,000 
increase, 101,000 are needed for regular military functions and 46,000 
for nonregular military functions, such as civil functions, Mutual 
Security, and military construction. Civilian personnel for regular 
eect tions include 578,753 graded and 892,239 ungraded on June 30, 
195: 

The civilian manpower programs included in the budget have not 
been reviewed in the same detail as the military manpower programs. 

When the rough initial budget request for $71 billion was reduced 
to a firm request ‘for $52 billion, the services were required to reanalyze 
completely all of their civilian programs. Time did not permit a 
review of these revised programs in the same detail as we revised the 
military programs. However, our analysis of the total civilian pro- 
gram for each department shows that the increases are consistent with 
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planned acceleration in workload for fiscal year 1953, and they seem 
reasonable. Detailed reviews of all civilian programs will be con- 
ducted prior to hiring any civilians provided for in the budget. De- 
tails of the service programs will be found in appendix B. 

I do not think you want me to take the time now to refer to that. 


SumMaky or Manpower ProcraMs 
Mr. Manon. No; we will place that in the record at this point. 
Mrs. Rosenserc. The full details are in it. 
(Appendix B referred to above is as follows :) 


APPENDIx B 


SuMMARY OF DEPARTMENT OF DEFENSE MANPOWER PROGRAMS FOR FISCAL YEAR 1953 


MILITARY 
Estimated end fiscal year 1952 strength_______-_-_------------------ 3, 586, 670 
Service requests to OSD for end fiscal year 1953 strength__.__.____--- 3, 869, 240 


OSD and Bureau of Budget approved end fiscal year 1953 strength___ 3, 690, 605 


In the joint Office, Secretary of Defense and Bureau of the Budget reviews 
of the services military manpower programs for fiscal year 1953, a reduction of 
178,635 was made. 

The Army strength of 1,550,000 will provide 20 divisions. For the Navy, 
835,875 will provide the manpower for 408 combat vessels and 16 carrier air 
groups. The Marine Corps wil have 243,730 to expand to three full-strength 
divisions plus three air wings. The Air Force is provided 1,061,000 to build 
toward 143 wings. 


CIVILIAN 


As shown on table I, it is our best estimate that total employment on June 30, 
1953, will increase by 146,948. Of this 146,948, 101,440 will be required for 
regular military functions and the remainder for such nonregular functions as 
Mutual Security Assistance Program and Army civil functions. Civilian per- 
sonnel for regular functions include 578,753 graded and 892,239 ungraded as 
shown in table II. You will realize that our estimates of such employment must 
be considered the best available at the time the President’s budget was prepared. 

From this point on we shall confine our presentation to those employees 
who will be engaged on our regular military functions and who will be paid 
from funds shown in our budget. Our estimate of 1,470,992 employees for 
June 30, 1953, represents an increase of 101,440 over the 1,369,552 we estimate 
we will have on June 30, 1952. The increase of 101,440 civilians is primarily 
due to increased major procurement; the inspection, receipt, storage, and 
issue of supplies received from previously approved procurement; and in- 
creased emphasis on research and development. By the end of fiscal year 1953 
the Military Establishment will have completed to a large extent the enormous 
production build-up which started in the summer of 1950. 

In brief, the 1953 budget program will provide initial equipment and supply 
levels for the additional forces to be built up during the year; peacetime con- 
sumption of the expanded foree during the year; and some war reserves, vary- 
ing in amount between items but with emphasis on ordnance and ordnance 
items. Principal reliance for possible combat requirements will continue to 
be placed, however, on the expanded industrial capacity. 

The increase in production is exemplified by the fact that Department of 
Defense goals call for a doubling of hard goods and construction between 
December 31, 1951, and December 31, 1952. Expenditures for the Department 
of Defense in January 1952 amounted to $3.4 billion, exclusive of military assist- 
ance expenditures. This rate is expected to increase to $4 billion by June 
1952, and will approach $5 billion per month during fiscal year 1953. 

Table II shows the proposed distribution of employees by functional areas 
while table III shows the estimated number of civilian employees in graded 
and ungraded categories. 

I am sure you appreciate the fact that, it has not been possible to review 
the services requirements in detail because program decisions necessarily affect 
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our employment estimates. Actual employment will depend upon the extent 
to which procurement is contracted for outside the Department of Defense 
and the rate of progress on approved programs. 

In the following sections, the high lights of the civilian programs for each 
of the military departments are summarized. The number of civilians shown 
include only those on regular military functions. 


HIGH LIGHTS OF SERVICE (REGULAR MILITARY FUNCTIONS) 
Army—Comparison of Army civilian personnel, fiscal years 1952 and 1953 


Regular Military : 
Estimated June 30, 1952: 


SEE SESS MELEE BOE TIES ARE EL CL i a ELS Nae 560, 744 

a i i lla dws pi dal Sd gs MRL hes bles 535, 519 
Estimated June 30, 1953: 

NN sets his aici nin imwbncemnsteeiewk 581, 999 

PU a hi Sao sss Sis cede lee coe we _.... 551, 692 
Increase: 

ONO sent Uae oe hk) Se tonto neue 21, 25 

OOO Nii Bo Bc Bliss ere ets ih bee ieee 16, 173 


The Army requirements in civilian personnel employed on regular Army 
¢tivities increased 21,300 as of June 30, 1953, with an increase of 16,200 man- 
years over 1952. The major areas of increase in the Army program are in 
“Maintenance and operations” and “Research and development” which are 
summarized in the following paragraphs. 


Maintenance and operations 


The largest area of increase is maintenance and operations which requires 
an additional 19,009 man-years. Within this appropriation the largest increase 
is in the supply disti -1tion system. The number of items maintained in storage 
at supply depots will increase by 34 percent over fiscal vear 1952. Receipts and 
shipments will increase about 2.5 million tons, The bulk of the increased work- 
load in the depot system will be due to receipts in fiscal year 1953 of new procure- 
ment material purchased with previously appropriated funds. The requirement 
for additional inspectors will continue to increase through fiscal year 1953 as in- 
creasing tonnages of material is delivered to the Army. The value of this 
increased material in fiscal year 1953 will be about $10 billion. 


Research and development 
The Army requires an increase of about 1,500 additional personnel for re- 


search and development incident to the improvement of combat material such as 
tanks, fire control equipment, antitank weapons, ete. 
Other major appropriations 

The other major appropriations in the Department of the Army will require 
no increase for fiscal year 1953, in fact some decrease. For example, procure- 
ment and production will decrease by about 4,000 man-years reflecting a shift to 
increased use of contractor operations versus direct-hire Army personnel. Due 
to the completion of construction projects authorized in previous fiscal years 
military construction by the Army will decrease about 3,100 man-years. 


Navy—Comparison of Navy civilian personnel, fiscal years 1952 and 1953 


Regular military : 


dmployment_____.----~- NTE: RE Me ERS 
Pe ERE SE IRE TESS ge a eae Te ao ee ERE LS MMRE Ronee SET. 470, 044 
Estimated June 30, 1953: 
ns SA Re OE od elev ei eecieete 506, 000 
OR eae OR Se a Ta RO Seah re Vea TRAE ne eae 497, 143 
Increase : 
Employment__........--.__.-~- pe REA ES AO A ibloctaahe Sat Tas aeped ate. 17, 000 
WT a a ted Sk eae a ee 27, 099 


The Navy’s estimated requirement for civilian personnel employed in fiscal 
year 1953 exceeds fiscal year 1952 by 17,000 with a corresponding increase of 
27,100 man-years. The full year employment for fiscal year 1953 of personnel 


added in fiscal year 1952 but who will have worked only a portion of fiscal year 
93946—52—pt. 2-2 





16 


1952 accounts for the large increase in man-years when compared to the increase 
in personnel. The major areas of increase in the Navy program are major pro- 
curement and production, operation and maintenance, reserve program, and re- 
search and development. They are summarized in the following paragraphs: 
Major procurement and production 

The largest area of increase is in “Major procurement and production” which 
accounts for 15,600 man-years. This figure contains 1,000 additional man-years 
for the aircraft-procurement program, 5,000 for ship construction, 8,300 for 
weapon and ammunition manufacture, and about 1,300 in general procurement 
services, including inspection. The total man-years in the area of major pro- 
curement and production will approximate 85,000, however, 90 percent of the 
funds for this employment will be supplied from prior years’ appropriation, 
working and revolving funds and reimbursements, 


Operation and maintenance 

The net increase in “Operation and maintenance” is 1,500 man-years for fiscal 
year 1953. Maintenance of air stations will increase slightly due to the activa- 
tion of five additional air stations in fiscal year 1953. However, maintenance 
of regular aireraft will decrease 5,500 man-years which will be shifted to sup- 
port the air program of the Naval Reserve. Maintenance of ships will require 
an additional 11,000 man-years of employment due mainly to the activation 
and inactivation of a total of about 200 ships of all types. This will be offset 
partially by a 5,500 man-year decrease in station maintenance in shipyards 
and associated facilities. The maintenance of ordnance facilities will decrease 
1,600 man-years while the maintenance of armor, and armament and ammuni- 
tion will decrease approximately 600 man-years. 

Activities supporting essentially military personnel, such as hospitals, schools, 
training, and similar activities will increase by approximately 900 man-years to 
provide support for the expanded military forces. Other service-wide facilities 
such as the depot-supply systems will require an additional 2,000 man-years to 
permit continuation of end fiscal year 1952 employment throughout fiscal year 
1953 when there will be an extremely heavy impact to the supply system from 
material deliveries under the large procurement programs of fiscal years 1951 
and 1952. 

Reserve program 

The net increase in civilian personnel supporting the Reserve program will 
be about 4,700 man-years (11,100 to 15,800). At the present time the Navy is 
endeavoring to restore the strength and activities of the Reserve programs as 
personnel are made available by their release from active duty. The Organized 
Reserve for the Navy will expand from a planned end strength in fiseal year 
1952 of 165,000 to an end strength in fiscal year 1953 to 180,000, The correspond- 
ing figures for the Marine Corps Reserve will be 12,000 in fiscal year 1952 to 
36,000 at the end of fiscal year 1953. To support these expanded and revised 
programs, there will be 5,500 man-years shifted from regular air support to 
Reserve air support for maintenance, and a decrease in the maintenance of ships 
assigned to Naval Reserve duty of about 1,000 man-years. 


Research and development 


An increase of 3,400 man-years is needed for research and development due 
to additional emphasis on improvements to material and equipment.. There will 
be a reduction of 800 man-years in industrial mobilization as additional pro- 
ductive facilities go into operation. 


Air Force—Comparison of Air Force civilian personnel, fiscal years 1952 and 1958 


Regular military : 

Estimated June 30, 1952: 
OOTIIONEE, ico 
Man-years _____ ae 

Estimated June 30, 1953: 
OS EERE EA ETE RINE CR EEE aE Dee Ste pe eN TT = 381, 047 
ES SOAS OMEN SAS REED GMS EE re CEES SS 348, 207 

Increase: 

Employment__-_-~--—- 
ROL ar AS 


sess lg Sag state cs anor chp eaten ielbapadebane, 317, 910 
Bar SRF ep Pape o RE pucciwes SR2, S41 


EE PR oe EIS RS at EG oh Se alr RR 63, 137 
EARS 5h 8a cha OS Rice ELSE 65, 866 


The above table indicates the Air Force estimated requirement for fiscal 
year 1955 exceeds fiscal year 1952 by 62,000 civilian personnel with a correspond- 
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ing increase of 65,700 man-years. The major areas of increase in the Air Force 
program are maintenance and overhaul of aircraft, Regular, and Reserve train- 
ing, operation of installations, medical support, and research and test. They are 
summarized in the succeeding paragraphs. 

Maintenance and overhaul of aireraft 

The projected aircraft flying hour program for fiscal year 1953 represents an 
increase of 29 percent over the fiscal year program. This increase results from a 
planned increase of 27 percent in the number of planes in fiscal year 1953 when 
compared with fiscal year 1952. An additional 29,900 man-yvears will be required 
for the maintenance and overhaul of air-craft equipment and accessories for 
the expanded flying hour program. 

Regular and Reserve training activities 

In order to supervise Air Force Reserve training and maintain up-to-date 
records on all reservists, an increase from 4 to 27 Reserve district offices will 
be required. Flying training for reservists will be resumed at 30 training cen- 
ters and will require personnel for the maintenance and operation of facilities, 
maintenance of aircraft, and training equipment. 

In the Regular Establishment two new training stations will be added. A total 
of 3,100 civilians, including instructors, will be required to activate these stations. 
The pilot-training rate will be increased at the rate of 10,000 per year which 
will require increased civilian authorization for the maintenance and operation 
of station, maintenance of aircraft, and equipment. 

A total increase of 19,200 man-years of civilian employment will be required 
for Regular and Reserve training activities. 

Operation of Air Force installations 

A total of 31 new installations will be activated and some existing installations 
will be enlarged to meet the requirements of the expanded combat-unit program. 
Civilian personnel will be required to supplement military personnel authorized 
for each installation for station maintenance and operation. An increase of 
8,300 man-years will be required at these new installations. 

Medical support 

A total of 26 new medical facilities will be added increasing operating bed 
capacity from 21,000 to 24,000 during fiscal year 1953. An additional 1,100 man- 
years will be required. 

Research and test support 


Accelerated activities in guided-missile testing at Cocoa, Fla. and the expansion 
of research and test operations at Cambridge Blectronics Research Laboratory 
at Boston, flight-test operations at Edwards Air Force Base, armament test at 
Eglin Air Force Base, and expansion of the Arnold Engineering Development 
Division will take place in fiscal year 19538. Civilian personnel support for the 
expanded activities in these areas will require an additional 2,400 man-years. 

Other factors which. collectively will necessitate increases of approximately 
6,00 man-years of civilian personnel are as follows: Small-business assistance, 
controlled materials plan. 


TABLE I.—Department of Defense estimated number of civilian employees, fiscal year 
1952-53 


| N : Total regular and 
Regular functions | Nonregular functions ! ‘ Ser 
r } ; | nonregular functions 





| June 30, June 30, In- (June 30, June 30,; In- {| June 30, | June 30, In- 
1952 | 1953 erease | 1952 1953 | crease 1952 1953 | crease 
sialic dese nd eigtabelionte areas mee SEC eS 5 eet SER ot 
Department of the | 

Army 560, 744; 581,999) .21,255; 82,446) 121,274) 38,828) 643,190 703,273) 60,083 
Department of the | | | 

Navy : : | 489,000) 506,000) 17, 000 3,000; 2,000 492,000 509.600 17,000 
Department of the Air | 

Force 317,910) 381,047) 63, 137 7,171 13,817 6,646, 325,081 394,864) 69, 783 
Office, Secretary of De- | | 

fense 1, 898) 1, 946 48 155 189 34 2, 053 2, 135 82 

Total 1, 369, 552) 1, 470, 992) 101,440! 92,772) 138,280) 45, 508) 1, 462,324 1, 609,272, 146, 948 


1 Nonregular functions cover employment financed from funds not shown in the budget document. 
This category includes funds for Mutual Security Assistance Program, Army civil functions, any public- 
works construction not included in the budget document, and funds from other Federal agencies. 
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TaBs_e II].—Department of Defense estimated number of civilian employees, fiscal 
year 1952-58, in graded and ungraded categories 





Regular funetions, 
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| 
| one 
June 30, 1953 Increase 
2 Peek ie. Be eS pe oT sae 
a} Un- : ; Un- | Un- 
| Graded | graded | G™40d | gragea | Graded | graded 
j | | | | 
| | | } 
Department of the Army _.- 235,208 | 325,536 | 260,789 321, 210 25, 631 —4, 326 
Department of the Navy 157,600 | 331,400 | 163,600 | 342,400 | 6,000 — 11, 000 
Department of the Air Force | 119, 407 198,503 | 152,418 228, 629 | } 33,011 | 30, 126 
Office, Secretary of Defense re | he SUS Pee =| 1,946 |_- --| 48 | a” 
| aes 1514, 113 855, 439 | | 578, 753 | “892, 239 | 64, 640 | 36, 800 


' Total estimated for graded employees. Includes some personnel who are not subject to the statutory 

ceiling provided in section 632 of Public Law 179, such as those paid from other appropriations, or who are 
natives and aliens in graded-type positions, but who, by law, are not paid at Classification Act rates 
(10,400 Army-graded civilians and 6,100 Navy civilians not subject to 500,000 cefling.) 


INCREASE IN CriviLIAN Empioyres ror Recgunar Minirary FuNcTions 





Mrs. Rosenpera. Now, as to the and if I may add, we 
cannot hold full hearings on the additional personnel until we know 
what part of the budget will be granted by the Congress. For ex- 
ample, although there are employees i in the budget. for producing, in- 
specting, and receiving equipment, We cannot say accurately how 
many of these we will need until we know what part of that program 
will be done by direct-hire civilians and what part of it will be done 
on contract ; however, it seems to us that the 101,000, as a result of the 
best review that we could make, is a very reasonable figure. 

The 101,000 civilians to be added in 1953 for military functions are 
primarily for increased workload in the areas of major procurement, 
research and development, and supply. As an order of magnitude, we 
estimate that procurement during fiscal year 1953 will be two-thirds 
greater than in fiscal year 1952. I am sure that you gentlemen know 
that the services are how beginning to receive material in quantity 
from the procurement programs approved in fiscal years 1951 and 
1952. They must inspect material coming off the production lines as 
well as receive, store, and issue it. In this connection, none of the 
civilians included in the budget are specifically scheduled for replace- 
ment of military personnel. 

It is the continuing:policy of the Department of Defense to place ¢ 
much of its work as possible with private industry. 

On June 30, 1953, we estimate that 85 percent of our total civilian 
personnel will be directly engaged in producing, overhauling, and re- 
habilitating the planes, shops, and w apons of war; maintaining sta- 
tions; and providing arms for the troops. 

Mr. Manon. Do you mean by that, that 80 percent will be the so- 
called blue-collar workers ? 

Mrs. Rosenperc. No. Some of the graded or white collars are super- 
visory workers in these various production facilities. We have made 
the maximum use of the personnel allowed by the 500,000 ceiling; 
however, it is now becoming uneconomical, because the ratio of super- 
visory employees in some instances is not in consonance with the ratio 
of people who are employed. If we do not have civilian supervisors, 
we use military supervisors, which are much more expensive, both 
dollarwise, and manpowerwise. 
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Our policy is to save as many people as possible before you receive 
our ah par Last year at the hearings, I told you that because money 
is appropriated for manpower, it does not give a blanket approval 
for hiring the people. Every personnel program—nmilitary and civil- 
ian—is subject to periodic detailed review to make certain it is in ac- 
cordance with the actual needs of the Service at that time, and new 
ceilings depend upon the work to be done. 

During the past 7 months, we have concentrated our main efforts on 
the most important manpower problems. During the coming months, 
we will broaden the scope of our activities and effect all possible sav- 
ings. Much remains to be done. I assure you gentlemen that we will 
be able to report further progress at the hearings next year. I think 
our actions since last summer, which are summarized in the appendixes 
prepared for your information, are conclusive exidence that we have 
made real progress in the economical use of manpower in the armed 
services. 

I would like to point out to you several of the most important fea- 
ture of appendix A and the folder which includes a chronological 
summary of the major actions of my office since last summer. 

I would like to make just one more point, if I may. We are asking 
now for 101,000 additional employees, and that is but a small number 
in proportion to the estimated increase in workload for 1953. Just 
to give you a broad outline of the workload; the Air Force is to in- 
crease from a 90-wing to a 126-wing force. I do not know that the 
126-wing goal will be reached by the end of fiscal year 1953, but we 
are moving toward it, and that means more manpower, more produc- 
tion, more facilities, and more installations. 

The monthly expenditure rate increases in fiscal year 1953 from $4 
billion to $5 billion. Most of the increase is for production, because 
our increase in military manpower costs issmall. This actually means 
a two-thirds increase in procurement of hard goods in fiscal year 1953, 
much of which will be produced by direct-hire civilian employees. 
All of the goods received must be inspected, stored, and distributed 
by these employees. 


LARGE INCREASE IN NUMBER OF INDUCTEES TO BE TRAINED 


We are going through a very strenuous process to hold the man- 
power needs of the Department of Defense down. I do not think 
that a situation such as we face today has ever happened before in 
the military history of the United States. We are going through a 
process of demobilization at the same time we are attempting to build 
up our military strength. 

And when I say demobilization—in fiscal year 1953 about 1.2 mil- 
lion men will have to enter the armed services to build up and main- 
tain our military manpower requirements of 3.7 million, because we 
are going to lose about 850,000 inductees and enlistees, and about 
230,000 reservists and National Guard personnel. We will need about 
110,000 more for expansion. 

It is an enormous job to train these 1.2 million men and to operate 
our installations for these new men. It is a big job to discharge over 
a million men, give them their separation pay, get their papers ready, 
and at the same time take in practically a new army of 1.2 million 
men. It is an enormous job, and yet with all that we are only asking 
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for 101,000 civilian employees to take on this load in addition to the 
increased production load they will have to carry. 

The reason I say this is different from anything that we went 
through in the last war is that we have a very short period of service, 
which we did not have in the last World War. Then we trained men 
who were staying in the service for the duration, plus.6 months. Now 
we have varying periods of service—17 months, 24 months, 21 months. 
We are in effect running a revolving door. This is expensive, and 
takes a great.deal more manpower. 

Weare not criticizing that, and I think it is proper in a time like this 
that men should not be required to go in for longer service; I am 
simply pointing out the fact, and calling it to the attention of the com- 
mittee. It is a serious manpower problem. 


NUMBER OF CIVILIAN PERSONNEL 


Mr. Manon. How many civilians do you now have in the Depart- 
ment of Defense, on board ¢ 

Mrs. Rosenserc. The last figure I can give you is for January 31, 
because the figures are anywhere from 60 to 90 days behind by the 
time they reach us from the various installations. We have about 
1,290,000 total civilians who are paid from all appropriations, as of 
January 31; 1,230,000 of these are paid from funds for regular func- 
tions. 

Mr. Manon. That is civilians, 1,290,000? 

Mrs. Rosensere. Yes; out of a budget ceiling of 1,369,552. 

Mr. Manon. Will you reach the ceiling in fiscal year 1952? 

Mrs. Rosenserc. One of the important savings we were talking 
about a while ago was that in the past 6 months we hired at a rate of 
7,800 per month, whereas formerly we were hiring at a rate of 41,000. 
The reason for that is because we did not permit the services to hire 
before they needed those people. In determining the requirement for 
101,440 additional civilians for fiscal year 1953, we considered the 
number we were now below our fiscal year 1952 budget ceiling. 

Mr. Manon. You want the 101,440 above the 1,290,000? 

Mrs. RosenserG. No; above the 1,369,000. These other people will 
be aboard before June, and the others we will need as we receive 
equipment, and as they get the installations ready. 

Mr. Manon. You want, in other words, 1,469,000? 

Mrs. Rosenserc. We want 1,470,992. 


ESTIMATED PERSONNEL JUNE 30, 1952 


Mr. Manon. What is your best estimate as to how many you will 
have on board June 30, 1952? 

Mrs. Rosenserc. Our best estimate is that we will probably not get 
the total amount, but we will come very close to 1,369,000. 

Mr. Manon. You will be short some, will you not? 

Mrs. Rosenserc. We will be short some. 

Mr. Manon. About 50,000? 

Mrs. Rosenzerc. Oh,no. It will be possibly ten to twelve thousand ; 
I would figure now a maximum of 18,000. 

Mr. Manon. In other words, you might have on hand 1,350,000? 

Mrs. Rosenserc. We will have. 
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CEILING ON GRADED EMPLOYEES 


One of the things that is retarding us now is that we will be up to 
the graded ceiling—right up to the ceiling in June. 

The ceiling on graded employees is a ceiling on total employment 
once adjustments have been made to get the best balance of graded to 
wage-board personnel. 

There is a definite relationship between the number of graded em- 
ployees and total employment in the Defense Department. The rela- 
tionship has been established through operational experience over a 
long period of time and is due to the fact that, in general, supervisory 
personnel, engineers, draftsmen—people who provide the technical 
know-how and management control—are classified employees. <A cer- 
tain proportion of this group is necessary to make the efforts of the 
wage-board employees effective. 

It isa very complicated task to manage civilian authorizations under 
a graded ceiling in order to insure complete utilization, stay within 
the ceiling and, at the same time, provide proper balance of forces 
inallareas. It requires additional reporting and administrative con- 
trol to provide the more detailed programing required. As such, the 
graded limitation is in effect a ceiling within a ceiling which is not 
only unduly restrictive on the effective employment of civilian person- 
nel resources, but is also uneconomical because of the increased admin- 
istrative costs involved in administering such a ceiling. It also intro- 
duces additional costs when work must be contracted for outside the 
Defense Establishment because of an inability to hire graded per- 
sonnel within the ceiling. 

The ceiling has resulted in high expenditures for overtime pay for 
graded civilians. However, a more serious effect is the destruction 
of the flexibility in utilizing the total work force. In a properly 
staffed organization, shifts in workload can be taken care of by internal 
adjustments of personnel. In periods when the workload is normal, 
personnel are able to take their vacations on schedule. If, however, 
there are insufficient key personnel to take care of the normal work- 
load, such as supervisors, any increase in workload causes excessive 
overtime for those key people. Leave periods are restricted for them. 
These factors not only adversely affect the efficiency of an organization, 
but have a deleterious effect on the morale of the employees. 

Mr. Manon. The graded ceiling is what? 

Mrs. Rosensera. 500,000. 

Mr. Manon. What kind of ceiling do you suggest for fiscal 1953? 

Mrs. Rosenserc. We have asked for 64,640 additional graded civi- 
lans, which would make 564,640 graded. That does not allow for 
any replacements of military personnel. 


PERSONNEL IN THE WASHINGTON AREA 


Mr. Manon. I believe I asked that you be able to tell us how many 
people you have in the Washington area, in the Pentagon, military and 
civilian. Will you give us what you have and what you propose to 
have? 

Mrs. RosenserG. In the Washington area ? 

Mr. Manon. Yes; just deseribe what that covers. 
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Mrs. Rosenpere. By the Washington area I do not mean just the 
people in the Pentagon; it means the over-all number—those in the 
Washington area, such as those at Fort Belvoir, the Naval Gun Fac- 
tory, Andrews Field, Bolling Field. 

Mr. Matron. Just tell us how many there are. 

Mrs. Rosensere. I can give you the number of people in the Wash- 
ington area, and also the number in the Pentagon. 

Mr. Manton. Yes; we would like the number in the Pentagon. 

Mrs. Rosensere. I will give both of them. In the Washington area 
as of December 31, 1951, which is the last figure we have, there were 
70,278 military. 

Mr. Manon. That includes Fort Belvoir and Andrews Field and 
places like that ? 

Mrs. Rosensere. Yes. There are 90,945 civilians. That also in- 
cludes the civilians at the Naval Gun Factory, Bolling Field, and so 
on. It also includes hospitals, such as Walter Reed. 

Mr. Manon. 90.000. All right. 

Mrs. Rosenserc. As an interesting figure, we compared it to 1945. 
On April 30, 1945, there were 111,230 military. 

Mr. Manon, April 1945? 

Mrs. RosenperG. That is right, sir. 

Mr. Manon. 111,230 military. 

Mrs. Rosenperc. And there were 98,048 civilians. 

Mr. Manow. Is that an all-inclusive figure, also? 

Mrs. Rosenserc, That is the Washington area. That was in 1945, 
at a time when the major tactical and logistical planning we are doing 
today was already finished. Our main job was in field operations 
against the emeny. The complicated planning is the additional load 
we carry now. 

Mr. Manon. Of course, there was a military force then of about 
10 million. 

Mrs. Rosenserc. But most of the planning was relatively simple 
and was being done in the field. 

Mr. Manon. Oh, yes. 

Mrs. RosenrerG. Now we are doing the planning for the build-up 
of our forces and those of our allies. 


PERSONNEL IN DEPARTMENTAL SERVICE 


In the 4 angen service—the Pentagon and the Army, Air 
Force, and Navy annexes, which are also included in the Washing- 
ton area—— 

Mr. Gore. Would there be any doubt but that they should be in- 
cluded ¢ 

Mrs. Rosenserc. No, sir. But very often people get confused be- 
~ause they will ask for an actual figure in the Pentagon. This is a 
smaller figure than for the departmental service. I am giving you the 
maximum figure, so that there can be no confusion. 

Mr. Manon. All right. 

Mrs. Rosenserc. Departmental service, January 31, 1952. We have 
a figure which is a month later, for we can get them better here. The 
military personnel strength was 15,146. 

Mr. Manon. What was that date again ¢ 











25 


Mrs. Rosenperc. January 31, 1952. We have a month later figure. 
The civilian figure is 41,989. 

If you are interested, I will give you the same figures of the depart- 
mental service for April 30, 1945. 

Mr. Manon, All right. 

Mrs. Rosensere. Military was 47,883. Civilian was 52,653. There 
is a 43-percent reduction from the departmental service figure for 
April 1945. 


PERSONNEL IN THE PENTAGON 


Mr. Marion. Now may we have some information on the.Pentagon 
as such ? 

Mrs. Rosenpera. All right. On December 31, 1951, the military 
strength was 10,419. The civilian was 18,414. 

Mr. Manon. As of what date? 

Mrs. Rosenperc. December 31,1951. I can give you the same figures 
for April 30, 1945, for the Pentagon. The military strength was 
10,809; and the civilian was 18,369. There is a strange nearness. 

Really, the important figure is this departmental service figure, 
and not the Pentagon figure. 

Mr. Manon. Surely. 


REASONS FOR LARGE NUMBER OF CIVILIAN EMPLOYEES IN THE PENTAGON 
AND DEPARTMENTAL SERVICE 


Mr. Manon. How can you conceivabiy defend having all these 
people in the Pentagon and in the departmental service in Washing- 
ton. In World War II we had about 10,000,000 plus in the Armed 
Forces. On the surface of things it looks outragequs to have so many 
military and civilian employees in the Washington departmental 
office. Will you please explain, if you can, in a way that would con- 
vince Congress and the people. 

Mrs. RosenperG. The number of military personnel and civilians 
employed by the Department of Defense within the Washington area 
must be examined in terms of the work that must of necessity be done 
by the Department at the seat of Government. Both military and 
civilian personnel comprise the Department’s working force and one 
category cannot be considered without relation to the other. Military 
personnel are assigned to positions which require military training 
and experience in doing the work. The periodic rotation of such per- 
sonnel to field assignments keeps them up-to-date on conditions in the 
field and on what is going on there. Civilian personnel are employed 
in positions which have been established by law or custom conforming 
to our national concept of civilian control at the top level. They are 
also employed in positions where their continuity of service offsets the 
effect of the periodic rotation of military personnel. Then there are 
the civilian personnel engaged in the routine administrative work 
which requires no military experience or skill. It is the general 
policy of the Defense Department to use civilian personnel in place of 
military personnel wherever possible and it is particularly empha- 
sized in the determination of employment in the Washington area. 

An over-all comparison of the number of Defense Department per- 
sonnel in the Washington area in World War II and today is valid 
only if the conditions governing such employment remain unchanged 
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and the strengths are comparable in terms of the nature of the work- 
load performed. Such is not the case. 

To provide a sound basis for comparison, the conditions which 
existed on April 30, 1945 (peak World War II military strength) and 
December 31, 1951, and their relation to the need for civilian and mili- 
tary personnel in the Washington area were analyzed. ' 

On April 30, 1945: 

(a) Our military forces had been built to their peak strength and 
deployed to fight on two fronts. Training had been reduced to re- 
placements to maintain these forces in being. 

(6) Military production was based on standard items. Stockpiles 
had been built up and production was being geared to actual con- 
sumption. The civilian economy had to make out on what was avail- 
able after military requirements were provided for. 

(c) Operational planning was directed toward two major objec- 
tives, mopping up in Europe and defeating the Japanese in the 
Pacific. The major issues were clear. 

On December 31, 1951: 

(a) For the first time in history, we are mobilizing, demobilizing 
and fighting a war at the same time. We are not only training per- 
sonnel to expand our military forces, but we are training the substantial 
number of replacements required to fight and to maintain those forces 
with peacetime periods of service. The complexity of modern equip- 
ment further complicates the training problem. 

(6) Military production is geared, not to an all-out effort but to a 
phased build-up to meet our immediate needs and to provide a mobil- 
ization reserve with the minimum effect on the civilian economy. This 
has required planning and scheduling to avoid excessive peaks which 
wonld be harmful to the economy as a whole. Emphasis has been on 
building up a rate of production which would take care of require- 
ments for initial equipment and combat and avoid the building up of 
tremendous reserves of completed items which might rapidly become 
obsolescent. 

(c) Operational planning is directed not only to fighting a war in 
Korea but also to meeting the Communist threat in other areas of the 
world on a continuing basis. 

(d) An active program to substitute civilian personnel for military 
tonya in departmental activities at the seat of government is in 
effect. 

Between April 30, 1945, and December 31, 1951, civilian employment 
by the Defense Establishment in the Washington area (as contrasted 
to departmental activities alone) decreased about 7,000 or 7 percent 
(from 98.048 to 90.945). During the same period, the number of mili- 
tary personnel assigned to duty in the Washington area was reduced 
from 111,000 to 70,000, a reduction of 41,000 or 37 percent. The con- 
solidated employment of military and civilian personnel was reduced 
48,000 or 23 percent between April 30, 1945, and December 31, 1951. 

The label “Washington metropolitan area” is somewhat confusing. 
The Washington metropolitan area includes not only the headquarters 
activities of the Defense Establishment and of the military depart- 
ments, but it also includes field activities such as the Engineer Train- 
ing Center at Fort Belvoir, the Military Air Transport Service at 
Andrews Field and the Naval Gun Factory. The term “Depart- 
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mental service” includes only the headquarters activities of the Mili- 
tary Departments located at the seat of Government. 

On April 30, 1945, there were 47,883 military personnel and 52,653 
civilian personnel in the departmental service. On December 31, 
1951, there were 15,013 military personnel and 41,892 civilian’ per- 
sonnel in the departmental service. 

In comparing total manpower in departmental activities on Decem- 
ber 31, 1951, to April 30, 1945, civilian personnel were 11,000 less and 
military personnel 33,000 less on the former date. The over-all re- 
duction in the departmental service during this period amounts to 
44,000 or 44 percent. While this 44 percent reduction is a sizable 
one, it is also significant that, on December 31, 1951, 73 percent of 
departmental personnel were civilians while in 1945, only 52 percent 
were civilians. This fact conclusively demonstrates that the Defense 
Department is making real progress in replacing military personnel 
by civilians whenever practicable. 

In the summer of 1951, despite increasing workloads, the Defense 
Department decided that departmental personnel should be reduced 
and directed that a 5 percent personnel reduction would be made 
within 90 days. Asa result of this directive saving of approximately 
2,500 individuals was made. After the reductions were effected, de- 
partmental ceilings were established at the reduced strengths and 
despite the fact that the workload in Departments has continued to 
increase, particularly in the fields of procurement and aid to our 
allies. We have managed by improved utilization, to absorb it thus 
far. 

As an index of over-all workload, the Defense Establishment is now 
spending at the rate of $3.4 billion per month. By June 30, 1953, we 
expect that the expenditure rate will be about $5 billion per month. 
Defense Department goals call for a doubling of hard goods and con- 
struction between December 31, 1951, and December 31, 1952. Asa 
further illustration of the growth of workload in the Mutual Security 
Assistance Program, between June and December 1951, 17 percent of 
the over-all increase in civilian employment was directly related to 
that program. 

The Defense Department is acutely aware of the absolute necessity 
of keeping the number of civilian personnel, both total and depart- 
mental, at an absolute minimum. The increased percentage of civilian 
personnel now employed in departmental activities, the 5-percent re- 
duction in departmental ceilings, and continued insistence that the 
services absorb new or growing activities within their current authori- 
zations are concrete examples of effective actions to control this situa- 
tion. The Department of Defense will continue without abatement 
its efforts to economize in the use of manpower, not only in Wash- 
ington, but in its installations all over the world. 

Administrative top-heaviness is a problem which is always with any 
large organization and a problem of particular and continuing con- 
cern in the Department of Defense. Periodic critical examinatioa is 
necessary from time to time to insure that the personnel are needed 
for the work which must be done. The results of this examina‘ion 
are the following conclusions: 

(a) The conditions affecting the need for administrative personnel 
in departmental activities were not the same on December 31, 1951, 
as on April 30, 1945, because of the cold war situation, intensified 
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planning, and the increased complexity of modern war. For the first 
time in our history we are mobilizing, demobilizing, and fighting a 
war at the same time. 

(6) The number of civilian personnel employed in departmental 
activities must be considered in the light of the total need for man- 
power, both military and civilian, because of the Defense Department 
policy to maximize the use of civilian personnel in departmental 
activities. 

(ce) Comparing total departmental personnel, both military and 
civilian, on the dates used in the report, on December 31, 1951, total 
departmental personnel was 44 percent less than on April 30, 1945, 
and the civilian personnel portion increased from 52 percent to 73 
percent. 

(d) Control of personnel employment and improved utilization of 
personnel in departmental activities has been achieved by Depart- 
ment of Defense action to reduce personnel 5 percent and by holding 
to the reduced ceiling in spite of increasing workloads. 


PAY OF CIVILIAN EMPLOYEES 


Mr. Manon. Now are you prepared at the moment to give us the 
pay of all the civilian employees in the military services in fiscal 1952, 
and the proposed pay for fiscal 1953? 

Mrs. Rosenperc. Mr. Cooper has those figures. Mr. Cooper is from 
the comptroller’s office. 

Mr. Cooper. I can give you a copy of this, sir. 

Mr. Manon. That will be fine. Will you please tell us what the 
figures are ? 

Mr. Cooper. I will give 1952 first. These are the total personnel 
services obligations: Department of the Army, $1,859,672,452: De- 
partment of the Navy, $1,848,861,754; Department of the Air Force, 
$988,414.357; Office of the Secretary of Defense, $11,664,000. The 
grand total is $4,708,612,563. 

The estimates for 1953 are: Department of the Army, $1,922,628,628 ; 
Department of the Navy, $1,935,988,153 ; Department of the Air Force, 
$1,169.426.384; Office of the Secretary of Defense, $11,736,100. Grand 
total, $5,039,779,265. 

Mr. Manon. Thank you very much. 

If we should eliminate all civilian personnel, which would hardly 
be practicable, in a budget of $50 billion we could probably save about 
$5 billion ? 

Mr. Cooper. Yes, sir. 


POSSIBLE NEED FOR TRANSFER OF FUNDS FROM MILITARY PAY TO PAY OF 
CIVILIAN EMPLOYEES 


Mrs. Rosensera. That is right, sir; and increase it by the amount 
you have to use military personnel to perform the same functions. 
I have to say to the committee very seriously: I will probably come 
up later to ask for a reprograming of our manpower part of the budget. 
As we can make civilian replacements, we hope to be able to ask the 
committee later on in the year to permit us to transfer funds from the 
miiltary pay part of the budget for these civilian replacements. It 
will be a saving, but we will have to ask for a transfer of funds. We 
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are very anxious to replace as many of the military personnel as we 
possibly can by civilians. 

Mr. Manon. You are aware of the fact that there is very little 
clamor from the public and the Congress with respect to military per- 
sonnel, but everyone is acutely aware of the number of civilian 
employees and is most anxious to keep that figure at the very lowest 
level. However, nobody in particular feels that we should have fewer 
than about 3.5 million in the military forces in uniform. 

Mrs. Rosenserc. I can easily understand that, Mr. Chairman, be- 
cause I think the public looks at the 3.5 or 3.7 million, or whatever 
it will be, as the forces needed to defend this country. We look at 
manpower as a total picture. We say: “What forces do we need to 
defend the country and perform all the operations which are needed 
to give us adequate security?” Some of them can be civilians, and 
they are more economical. I do not think the public realizes we can 
be far more economical if some jobs are performed by civilians. Some 
jobs would be more expensive if performed by civilians, but many 
can be performed by civilians. 

Also, we are very reluctant to take people out of civilian life and 
have them perform functions which civilians could perform equally 
well, disrupt their lives, and move them away from their families 
and businesses, and thereby have an adverse effect upon the economy 
of the country. 

Mr. Manon, Are you arguing that under the present program of 
national defense we require about 5 million people ? 

Mrs. Rosensera. If I had my way in presenting the budget, sir, 
T would add the total civilian and military we need, and say: “This 
is what we need for the Defense Establishment.” Then I would use 
the money in the most economical way; where it is best for the na- 
tional defense. 

In every case when we say that one of these jobs can be performed 
by a civilian, there is a joint agreement with the armed services, 
consequently, it cannot impair the combat effectiveness of the services. 


PERSONS ENGAGED IN THE DEFENSE EFFORT 


Mr. Manon. What is the approximate population of the United 
States at the present time? 

Mrs. Rosenrerc. About 150 million, Mr. Chairman. 

Mr. Manon. What percentage of the population would 5 million 
be? 

Colonel Goppotp. About 3.3 percent. 

Mr. Manon. About 3.3 percent of our people would be directly 
on the payroll. Has anyone made a calculation and come up with 
a figure of how many people who are not on the payroll are employed 
in the Defense Establishment effort ? 

Mrs. Rosensere. That is very difficult to answer, Mr. Chairman, 
because so few of the plants are engaged all-out in either defense pro- 
duction or civilian production now. 

Mr. Manon. It is very difficult, but it would seem to me that some- 
body would have a reasonable “guesstimate.”’ 

Mrs. RosensereG. I think the Labor Department has some informa- 
tion on that. 
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General Lyncn. They have been working on it, and we have been 
interested in it, from the standpoint of testing the mobilization plans 
to see how many people it takes to support a man in uniform. How- 
ever, I do not know the figures well enough to use them. 

Mrs. RosenperG. Also, some of our production goes into mutual de- 
fense. Some of our production is eaten up by the operation in Ko- 
rea. Therefore, when you figure how many. people in the economy 
are engaged in the defense effort, you have to consider how many are 
engaged in these manyfold defense operations; not only the support 
of this 5 million in the Defense Establishment. 

You will recall, Mr. Chairman, when the ceiling was put on the 
armed services in the so-called “great debate” as to what we could 
send to Europe and what we could have here, everyone was quite cer- 
tain that in 1952 we would be up to 5 million military personnel. They 
gave us a ceiling of 5 million for the armed services alone, in addition 
to the civilians. That was at the end of fiscal 1951, I think. 

Now we are aiming toward 3.7 million in the armed services by the 
end of fiscal 1953. I think we have really managed far more eco- 
nomically than had been expected. I do not say that we have managed 
as economically as we should have, but it has been far more economical- 
ly done than anyone expected. 

Mr. Manon. Getting back to this matter of the people who work 
in connection with the national-defense effort, if you should carry it 
to the ultimate extreme, of course, you would have to include the mem- 
bers of this committee, because we give our time to it. You would 
also have to include the Members of Congress. 

Mrs. Rosensere. That is right. . 

Mr. Manon. You would have to include the dairyman, the beef 
producer, the cotton producer, and all the people who are to some 
extent workingin connection with the national-defense program, with- 
in certain limits. 

Mrs. Rosensere. That is right. 

Mr. Manon. Not all of their time but a portion of their time. 

Mrs. Rosenperc. Yes. 

Mr. Manon. It seems to me there should be somewhere in the Gov- 
ernment a figure as to approximately the number of Americans who 
are engaged in this effort. Of course, we have the number of those 
in the military forces in uniform, and the civilian employees. You 
have given us that. Then we should have the number of Americans 
who are working in aircraft plants, 90 percent of whose product is 
really for the military. The arsenals and things of that kind should 
be included. 

Mrs. Rosenpere. Your arsenals are in this. 

Mr. Manon. Yes, The arsenals are run by the Government. 

Mrs. Rosenpera. Yes. The shipyards and arsenals are in the 
figures. 

Mr. Manon. Some of the shipyards are Government-operated and 
some are not. General Moore, did we have a figure on that at one 
time, or not? 

General Moore. I think you can get a significant comparison when 
you realize that with a national product of $320 billion, which was 
not long ago estimated to be the national product for 1952, the De- 
partment of Defense expenditures, which were estimated to be about 
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$40 billion, would be about 12.3 percent of the national product. The 
estimated expenditures, as the committee knows, for 1953 will be in 
the neighborhood of some $60 billion. That, of course, would be a 
little more than 18 percent of the national product. 

Mrs. Rosensere. I do not think, General, that the national product 
is a good yardstick, just as is true when Mr. Lovett gives the illustra- 
tion of the bombsight—as to what it costs to produce a bombsight 
these days. One part of it costs more than the whole bombsight used 
to cost. It gives no indication as to how many people it takes to pro- 
duce it. I think it is significant, but I do not think it can be measured 
wholly that way. 

General Moore. That is true; but there is a significant relation- 
ship between the two. 

Mr. Manon. Yes. 

Mrs. Rosenserc. Yes. The Labor Department is working on de- 
veloping some figures along the lines your mentioned. 

The ratio is also not too significant as to growth. For instance, 
you are making capital investments now on production—the getting 
of equipment. You are doing research and development. The ratio 
is not the same now while the services are growing as it will be when 
they level off. 

Mr. Manon. When you correct the record, if you do have more ac- 
curate figures, please insert them. 

Mrs. Rosenserc. We will try to get them from the Labor Depart- 
ment. 

Mr. Manon. If you have time, please do. 

(The information is as follows :) 


The Department of Labor in a recent study has estimated that 8,800,000 per- 
sons were engaged in the defense effort in the fourth quarter of calendar year 
1951. This figure includes 3,400,000 in the Armed Forces and 5,400,000 civilians. 
Of the latter, 1,200,000 were employed directly by the Department of Defense 
in the continental United States, and 4,200,000 were engaged in producing equip- 
ment and supplies for military and related defense uses, in private industry. 
The latter figure includes not only workers directly engaged in defense produe- 
tion—in aircraft, ordnance, shipbuilding, and similar plants—but also those 
workers supporting the defense program in such fields as steel production, mining, 
and transportation. 

The total of 8,800,000 persons engaged in the defense effort in the final quar- 
ter of 1951 represents 13.2 percent of the total labor force of 66.5 million and 5.6 
percent of the total United States population of 155,800,000 as of January 1, 1952, 


INCREASE IN CIVILIAN EMPLOYEES FOR MILITARY FUNCTIONS 


Mr. Manon. Do you have a dollar figure to cover the 101,000 addi- 
tional employees who are being requested for fiscal 1953? That would 
be an estimate, of course. 

Mrs. Rosenserc. Mr. Cooper, do you have that? 

Mr. Coorrr. I will have it in just a second, sir. 

(Discussion off the record.) 

Mr. Coorrr. That is approximately $382 million, sir. 

Mr. Manon. How would you break this down, more or less, in 
categories ¢ 

General Lyncu. There is a table in appendix B. 

Mr. Manon. Briefly tell us what it means. 
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General Lyncn. Table 2 in appendix B was the contemplated 
civilian employment during fiscal 1953 in various categories: pro- 
duction, procurement, manufacturing and construction, ship over- 
haul and repair, aircraft overhaul and repair, ammunition main- 
tenance and rework, research and development and industrial mo- 
bilization, communications, supplies, station maintenance, adminis- 
tration, civilian components, interservice functions, depot supply, 
overhaul and repair, training and operations, medical, finance, inter- 
service and service-wide activities, and other operating activities. 

Mr. Mauon. But that does not necessarily give us an answer as to 
what the additional 101,000 people would be doing. 

Mrs. Rosenserc. Appendix B, page 3, has the high lights of the 
program, which we have already placed in the record. 


RETIREMENT OF OFFICERS 


Mr. Manon. Last year there was a certain provision inserted in 
the bill with respect to a change in retirement policies. What has 
been the effect of that provision ? 

Mrs. Rosenperac. You mean the rider to the appropriation bill? 

Mr. Manon. Yes. 

Mrs. Rosensera. The effect has been a reduction in the number of 
voluntary retirements. The monthly average number of voluntary 
officer retirements between June 25, 1950, and July 31, 1951, for the 
Department of Defense amounted to 11. Since the passage of the 
Department of Defense appropriation bill of 1952, there has been a 
monthly average of only one voluntary retirement. 


BLUE-COLLAR AND WHITE-COLLAR WORKERS 


Mr. Manon. I was anxious to have as authoritative a statement as 
popes with respect to civilian personnel who would be utilized as 
ue-collar workers and as white-collar workers. Do you have a pretty 
good statement on that ? 

General Lyncn. Mr. Chairman, we have no reporting system that 
categorizes people by white-collar or blue-collar occupations. We 
have made studies of the distribution of personnel, and appreximately 
40 percent of them in the so-called white-collar jobs and 60 percent 
of them are in the blue-collar tvpe of work. If this ratio is applied 
to the civilian personnel in this budget estimate, it would give us 
588,000 in white-collar-type work and 882,000 in blue-eollar work for 
fiscal 1953. 

All graded or classified civilian employees are not white-collar 
workers engaged in clerical or administrative work sitting behind 
desks. Not only do they plan, design, and supervise to make the work 
of the blue-collar employee effective, but some graded personnel are 
engaged in so-called blue-collar work. There is no clear distinction. 
Some inspectors of material are graded while others are on wage 
board status. Inspectors of ammunition and aircraft engine over- 
haul are typical examples of men who get dirty in their work. Fire 
fighters, guards protecting public property, firemen, and janitors are 


other examples of graded civilian personnel who do so-called blue- 
collar work. 
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Mr. Manon. Mrs. Rosenberg, I want to thank for your appearance 
before the committée. “You have given us 4 vast amount of very 
helpful information, and I want to commend you for the efforts 
which you are making to get a better utilization of our military and 
civilian personnel. We will have available to us all the information 
which you have presented in your direct testimony, as well as this 
voluminous document which you have given us with reference to 
some questions that have been raised otherwise, which should be of 
great benefit. 

Mrs. Rosenserc. Thank you very much, sir. 

Mr. Manon. Thank you very much. 


Cost or War IN Korea 


Mr. Manon. Pursuant to my request the Department of Defense 
has supplied an estimate of the cost of the war in Korea which will 
be inserted in the record at this point. 

(The matter referred to is as follows :) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., March 28, 1952. 
Hon. GreorGe MAHON, 
House of Representatives. 


Deak Mk, MAHON: This is in response to your request for information as te 
the cost of the war in Korea for the current fiscal year. In testimony before 
the Senate Commiftee on Appropriations on the fiscal year 1952 appropriation 
on August 8, 1951 (p. 1116), the following estimate was given: 

“Based upon the assumption that operations in Korea will continue through 
the entire fiscal year 1952, without significant changes in the number of military 
personnel, the Departments of the Army, Navy, and Air Force have submitted 
the estimated maximum and minimum requirements for additional costs involved 
by the military departments in support of the Korean operations. The estimates 
were based on continuation of combat throughout the fiscal year and terminatizg 
the year with a full combat pipeline. These estimates provide for combat of 
maximum intensity and of minimum intensity. 

“Then follows the table: 

“Department of the Army, maximum, $4,333,216,000; minimum, $3,903,000,000 ; 

‘Department of the Navy, maximum, $1,128,000,000; minimum, $536,000,000 ; 

“Department of the Air Force, maximum, $450,000,000 ; minimum, $325,000,000." 

Using the assumptions cited above and based on experience to date, the De- 
partments of the Army, Navy, and Air Force now estimate that the additional 
cost of the war in Korea for fiscal year 1952 will be as follows: 





ES By RE EL SEES Sy eee, SSR eI Cee Re SOR __ $4, 376, 697, G60 

INI, WU a cs el ie heb een * 875, 000, 000 

Department of the Air Force______-_--_---___--__-_--__----__- 305, 000, O00 
Total 
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W. J. McNet. 
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THurspay, Marcn 27, 1952. 


LANGUAGE CHANGES 
WITNESSES 


ROBERT L. TRACY, LEGAL ADVISER TO THE COMPTROLLER, UNITED 
STATES ARMY 

MAJ. GEN. MANUEL J. ASENSIO, DIRECTOR OF BUDGET, AIR FORCES 

BRIG. GEN. ROBERT S. MOORE, SPECIAL ASSISTANT TO THE ASSIST- 
ANT SECRETARY OF DEFENSE (COMPTROLLER) 

LYLE 8S. GARLOCK, DEPUTY COMPTROLLER FOR BUDGET, OFFICE 
OF ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 

CAPT. ROBERT R. CRAIGHILL, CHIEF STAFF OFFICER, ASSISTANT 
COMPTROLLER, DIRECTOR OF BUDGET AND REPORTS 

COMMANDER JAMES H. ETTER, JR., CIVIL ENGINEERING CORPS, 
UNITED STATES NAVY, STAFF, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 

LAWRENCE E. CHERMAK, COUNSEL FOR THE COMPTROLLER OF 
THE NAVY 


Mr. Manon. The committee will please come to order. We will 
now take up for consideration the language changes. 


GENERAL PROVISIONS 


Mr. Taser. The general provisions begin on page 287 of the com- 
mittee print. Who is going to talk about these ? 

Mr, Tracy. I will talk about them, Mr. Taber. 

Mr. Taser. All right. Go ahead and tell us about them. The 
language is all the same down through the first page. 

Mr. Tracy. That is correct, sir. 


SECTION 604-—-RELEASE OF RESERVISTS 


Mr. Taper. On the second page you begin to cut out. You cut out 
(a) and (b). That is what you do there, is it not? 

Mr. Tracy. We are simply taking out the second portion of that 
section 604 which pertains to the release of reservists after 16 months’ 
service, if they had World War II service for a year. 

Mr. Taser. That is what you want to do? 

Mr. Tracy. Yes, sir. Just take out the second section. 

Mr. Taser. Do you want to ask any questions on that, Mr. Scrivner? 

Mr. Scrivner. No. 

Mr. Taser. That is the 16-month amendment that you have been 
interested in. 

Mr. Scrivner. What is your suggestion ? 

Mr. Gartock. With a few minor exceptions, the purpose of this 
has been accomplished. 

Mr. Scrivner. It has been accomplished; and now, under Public 
Law 51, they have for the involuntary and inactive reserves a 17- 
month proviso? 

Mr. Garvock. Yes. 

Mr. Scrivner. I do not see any objection to taking it out. It has 
served its purpose. 
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SECTION 607—-COMMISSIONS ON LAND PURCHASES 


Mr. Tracy. The next one is on page 289. 

Mr..Taper. We will check that one, if that is all right. Next is 
section 607 on page 289. 

Mr. Tracy. Yes, sir, Weare simply suggesting there taking out the 
references to contract authority in that provision, which prohibits the 
payment of commissions exceeding 2 percent on land purchases. 

Mr. Taser. Why do you want to take that out ? 

Mr. Tracy. For two reasons. First, there is not contract authority 
in the bill; and, secondly, we could not use contract authority to make 
cash payments. We can only use cash appropriations for that pur- 
pose, so the provision does not have any meaning or effect: We can- 
not make a payment out of contract authority. 

Mr. Taper. I do not see any harm in that. 

Mr. Tracy. That is purely technical. 


SECTION 614-——CONVERSION OF EXISTING BUILDINGS INTO QUARTERS 


The next change is on page 292, in section 614. The Navy has en- 
countered some difficulty with that section. 

Mr. Taper. There is no change in section 614. 

Mr. Tracy. There is none indicated in the committee print. The 
Navy has a statement they would like to make on the problem they 
have encountered with section 614. 

Mr. Taser. All right. 

Captain Craiguitt. The language we would like to have inserted, 
sir, is after the “(except family quarters),”; “conversion of and.” 

Mr. Taser. You want something inserted ? 

Captain Craiguitn., Yes, sir. “Conversion of and,” after the com- 
ma which follows “(except family quarters).” That is for the pur- 
pose of converting existing structures which had not previously been 
used as family quarters, and which we can use now as family quarters 
to alleviate our serious housing situation. 

Mr. Taser. You want to put in “conversion of and”? 

Captain Craicuiti. Three words; after the comma which follows 
the parenthesis; “conversion of and.” 

Mr. Taper. “Extensions to existing structures.” These would be 
family quarters you are figuring on, would they not? 

Captain Craieniiy. Yes, sir. This is only at the isolated stations, 
where the Wherry Housing Act would not be effective. 

Mr. Taser. Frankly, that does away with the limitation, does it 
not ? 

Mr. Cuermak. In a minor sense it does, sir. Actually, we have 
been having a little trouble so far as converting buildings is con- 
cerned, on buildings which are already standing and which may have 
been used and occupied as quarters but not family quarters. All we 
have to do is put as little as a stove in them, and maybe a sink, and they 
become family quarters. Under this language we cannot even go to 
such small expenditures to alleviate a very tight housing situation in 
isolated places. 

Mr. Taser. That would practically wipe out the exceptions. 

Mr. Tracy. It would not permit any new construction, Mr. Taber, of 
the family quarters. 
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Mr. Taser. I appreciate that. 

Captain CraicHiLL, It would merely permit us to use buildings that 
we already have, sir which are not otherwise being used, and it would 
‘enable us to save that much in family allowances and quarters allow- 
ances. 

Mr. Taser. What do you say about that, Mr. Mahon? 

Mr. Manon. Iam sorry. I missed that. 

Mr. Taser. They want to fix it so that they can change certain 
buildings presently in existence to family quarters, by putting in the 
words “conversion of and.” 

Mr. Manon. I think that is not bad. That is just an off-the-cuff 
opinion. 

Commander Errer. It is our understanding, sir, that that language 
was put in there to see what the Wherry housing bill could do. e 
have a lot of stations such as isolated ammunition magazines and things 
like that, where we have a requirement for only two or three quarters. 
Sponsors of Wherry housing are not interested. Title IX is not 
obtainable. We cannot get housing of any kind. This would allow us 
to go in and convert buildings for that purpose, like the old b. o. q.’s 
or dispensaries. 

The typical situation is the naval hospital at Corona, Calif. There 
we have only 10 sets of quarters whereas we require about 50. The 
President has declared it a critical housing area. We have no way 
to get this housing. We can convert an old b. o. q. to 10 sets of quarters 
for about $4,000 apiece. 

Mr. Scrivner. I might make this observation, Mr. Chairman: If 
this is to be done, I think there should be a little tighter language used, 
because under this language, with the $50,000 figure in here, there have 
been occasions drawn to our attention in the Army subcommittee where 
this has been used, where $50,000 is used first, and then another $50,000, 
and then another $50,000. Finally you have a pretty large amount of 
money tied up in the project. That has been used as a subterfuge and 
a cover. 

One example of that is right up here at Carlisle Barracks. That did 
not set well with us, and it does not set well with me. T do not think 
the Departments have been playing fair under this thing. They have 
been taking unfair advantage of this ceiling. 

Mr. Taper. Then after the $50,000 you ought to say “for any one 
station. 

Mr. Scrivner. If you want to make it for one station you could do 
that. The way this is now this could be $50,000 on any one building, 
could it not? 

Mr. Gartock. Mr. Chairman, the Navy is the one which has the 
main problem here. 

Mr. Scrivner. I do not care which one has the main problem. Under 
this language $50,000 could be put in any one building, all of it, could 
it not? 

Mr. Gartock. Yes, sir. 

Mr. Scrivner. Yes, sir. 

Mr. Garwock. I was going to suggest, sir, if you agree to the idea, 
that we could submit additional language which would meet your point 
of holding down the amount. 
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Mr. Scrivner. I think in some places the reconversion of some of 
these old barracks, b. 0. q’s and family quarters would be a very good 
idea, and in the long run would probably save Uncle Sam some money, 
but with the situation I have pointed out I certainly could not approve 
it. If they could come up with some limiting language which would 
abolish this abuse I would be glad to go along with them. 

Mr. Garvock. Mr. Chairman, may we submit additional recom- 
mendations on this paragraph, to take care of the objections raised ? 

Mr. Manon. I think so. 

Mr. Taper. You might submit it, but I would think that what I sug- 
gested there would be the way out, if you are going to do it. I do not 
see any other way. 

Mr. Manon. Off the record. 

(Discussion off the record.) 


SECTION 615——-LIMITATION ON FAMILY QUARTERS 


Mr. Taper. You want that next section thrown out ? 

Mr. Tracy. That is the dollar limitation on the family quarters. 
We suggest the deletion of that because the construction authorizing 
acts include space limitations on these family quarters, and in some 
cases also contain dollar limitations, which conflict with the limita- 
tions set forth in this section. 

There are a number of authorizing acts which contain permanent 
space limitations, as well as dollar limitations. It appears unnecessary 
to have both space and dollar limitations on family quarters, and con- 
flicting dollar limitations. 

Mr. Taser. If we do not have any limitation in—— 

General Moore. Mr. Chairman, I think Mr. Taber’s suggestion 
would be satisfactory, on the previous item. Then you can sew it up 
by inserting “at any one station.” 

Mr. Taser. I think that would do it. 

Mr. Manon. All right; let us take that under advisement. 

On this section 615, in view of the fact that these limitations are 
spelled out elsewhere in a little different form, and yet accomplish 
about the same purpose, I doubt if there is any use in having this 
language continued. 

Mr. Taper. I do not know who got that up. 

Mr. Lampert (the clerk). That was written before these other laws 
‘were passed. 

Mr. Tracy. It has been carried about 5 years. 

Mr. Manon. Since then we have modified and improved the lan- 
guage. 

Mr. Taser. What does it do, on the limitations? 

Mr. Tracy. Are you speaking of the authorizing acts, Mr. Tabor? 

Mr. Tapor. Yes. . 

Mr. Tracy. For example, we have Public Law 626 of the Eightieth 
Congress, which contains a permanent space limitation for the Army 
and Air Force. 

Public Law 653 of the Eightieth Congress, contained a space limi- 
tation of 1,080 square feet for Navy quarters. 

Public Law 420 of the Eighty-first Congress contained a limitation 
of 1,080 square feet for all the services. 

Public Law 564 of the Eighty-first Congress contained a space limi- 
tation of 1,080 square feet and a dollar limitation on foreign const ruc- 
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tion of family quarters of $33,000 per unit, with an average limitation 
of $29,500. 

_ And Public Law 910 of the Eighty-first Congress contained a space 
limitation of 1,080 square feet. 

Each one of these acts has contained such a limitation. 

Mr. Taner. Here is what bothers me about it: My attention was 
called to the situation out on Okinawa, where they went “haywire” 
and built very elaborate quarters, with about $175,000 the cost. They 
had cut stone and all those things involved. I should hesitate to go 
along with cutting out limitations on cost. 

Mr. Tracy. Well, there is certainly no intention on the part of any- 
body in the Army of condoning that type of construction, Mr. Taber. 

Mr. Tazer. Well, this was an Air Force job. Mr. Gilpatric knows 
about it. I do not want any more of that kind of thing going on. 

Mr. Gartock. May I go off the record? 

Mr. Taser. Yes. 

(Discussion off the record.) 

Mr. Manon. What is the next item? 


SECTION 616—GUARANTEED LOANS 


Mr. Tracy. At the bottom of page 293 the language pertaining to 
Executive Order 9112 is recommended for deletion. That language 
is unnecessary, since guaranteed loans are now being made under 
authority of section 301 of the Defense Production Act of 1950, which 
makes funds available for costs incident to guaranteeing loans. We 
are now making any loans under the old World War II guaranteed 
loan authority. 

Mr. Taser. I am willing to throw that out if you are. 

Mr. Manon. All right. 

Mr. Scrivner. Yes. That is the language on the Executive order? 

Mr. Taser. Yes. 

EDUCATION OF DEPENDENTS 


Mr. Tracy. On page 294, about 10 lines down, new language has 
been inserted in the clause pertaining to education of dependents. 
The new language places a limitation of $250 average per student in 
overseas areas, for education-of-dependents purposes. 

Mr. Scrivner. What is your ceiling now? 

Mr. Tracy. There is not any ceiling stated in the law at the present 
time, Mr. Scrivner. 

Mr. Gartock. They are administering it under a $250 limitation at 
the moment. 

Mr. Taser. I would just as soon put that in. 

Mr. Manon. All right. 

Mr. Scrivner. Of course, this is a matter which at some time is 
going to have to have some study, because we are getting into two 
situations. They took the education in the zone of interior out from 
under the Army and put it under the Department of Education. If 
the last report I had is correct, it is costing more there than it did 
under the Defense Establishment. That may be an erroneous report. 

When we run into some of these situations in Europe that the Army 
Subcommittee has discussed, the situation does not sound too good. 
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However, if they have been getting along on $250, at least they cannot 
go over that. 
Mr. Manon. All right. 


TRAVEL EXPENSES 


Mr. Taser. That next one would make the whole thing available 
to every Department, and you wipe out the words “other than on 
permanent change of station.” 

Mr. Tracy. This change is made in accord with the revised Army 
budget structure. This language now pertains only to the Air Force. 
With these deletions indicated here it would pertain to both the Army 
and the Air Force, and would make all Army appropriations avail- 
able for civilian travel and temporary duty travel of military per- 
sonnel, 

Mr. Taser. And also Navy? 

Mr. Tracy. No, sir; it does not pertain to the Navy. 

This particular section pertains only to the Air Force and Army 
appropriations. If you will notice, at the bottom of page 293 that 
section starts out by stating: 


Appropriations for the Air Force and the Army— 


It pertains only to those. 

Mr. Taser. Why should that language not stay in, on the “other 
than permanent change of station” ? 

Mr. Tracy. Because under the budget structure travel expenses of 
civilians are distributed to the various appropriations for the act rity 
in connection with which they are traveling. Instead of charging all 
this travel to one appropriation, it is charged to the appropriaticn for 
the activity involved. This is simply amatter of makirig this language 
accord with the appropriation structure. 

Mr. Scrivner. That will make it hard to find out how much they 
are spending for travel. 

Mr. Taser. The trouble is, as Mr. Scrivner says, it makes it harder 
to find out how much is spent for travel. 

Mr. Tracy. The accounts will still be kept. 

Mr. Taper. It is just more of this performance budget. I am will- 
ing to go along with cutting out that one item, so as to cut out the 
Air Force and make it available to both of them, but I do not know. I 
think we had better leave the other one in. 

Mr. Manon, All right. 

Mr. Tracy. That would necessitate a complete change in the budget 
structure, Mr. Chairman. I would have to point that out. 

Mr. Taser. It would be the same as it is now, would it not? 

Mr. Tracy. No, sir. At the present time, or up until the present 
year, the travel has been consolidated in one ae! jd aes We are 
simply indicating in this language what the budget structure is. 

Mr. Taser. That means they will scatter the travel all over the 
budget. 

Mr. Tracy. That is the way the budget is set up in the 1953 esti- 
mates. 

Mr. Taser. That means it is going to be almost impossible to 
check it up. 
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Mr. Tracy. No. The figures can.still be obtained, Mr. Taber, 
— the accounting system, as to exactly how much is spent for 
travel. 

Mr. Taser. We know better than that, because we have been up 
against that in trying to find out something all through these appro- 
priations. We do not get it. 

Mr. Gariock. Your basic control, Mr. Taber, is your allotment 
for travel. They put out limited allotments the same under both ap- 
propriations set-ups. It is just a case under the budget structure we 
now have that if it is the research people who are going to have the 
travel the research people have to do the explaining and justifying 
of it. They do not just lump it into one item. It the research people 
do not justify the money for travel, then they do not travel. 

Mr. Taper. I think we could stop with the word “dependents” up 
above, at the semicolon. 


Mr. Tracy. You meant there to delete the entire clause, Mr. Taber? 

Mr. Taper. Yes. 

Mr. Tracy. Well, I think that would have essentially the same 
effect that these changes here have. If you take all this language 
out, our various appropriations would then become available for 
travel. There would be no specific limitation contained in the act. 

Mr. Scrivner. They are putting them in separately, anyway. With 
en language it makes it conform to what they have done. I do not 
ike it. 

Mr. Taner. There is no use of putting the language in, if they have 
done it anyway, is there? It is utterly ineffective. Ti 
not mean anything, according to what you tell me, so we might just 
as well take it out. 

Mr. Tracy. It constitutes a limitation the way it is stated in the 
current year’s appropriation act. 

Mr. TABER. The language does? 

Mr. Tracy. Yes, sir. Therefore, it would not be in accord with 
the revised budget structure. That is why we have suggested revising 
this language. 

Mr. Manon. Why do we not just pass this over, and consider it 
later? 

Mr. Tracy. This is entirely a matter of budget structure, Mr. Chair- 
man. It is simply a matter of the language reflecting the appropri- 
ation structure. 

Mr. Gariock. The only thing I would like to comment on, Mr. 
Chairman, before you leave it, is that a limitation on travel in dollars 
does not necessarily limit the travel. We have had experience in the 
past, when either in the Congress, or by administrative action, travel 
was limited. Then they say, “Well, we will just fly over there.” That 
is no limitation on travel. You could have sent the man by train or 
by other means for a fraction of the cost of traveling by air. 

Mr. Taner. I w.]] tell you what I would do. I would cut out be- 
ginning with the semicolon, and put in “and no appropriation herein 
referred to shall be available for travel except where specifically 
provided.” 

Mr. Tracy. In that event we would have to go back and put the 
word “travel” in the appropriations which contain funds for that 
purpose. 
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Mr. Taser. I would rather do that. Then we would be watching 
for it. 

Mr. Tracy. We can do it that way. 

Mr. Taser. That is what I would do. 

Mr. Cuermax. But that would require a change of all three de- 
partments, too. That would affect the Navy appropriations, alse. 

Mr. Tracy. It would not affect the Navy. ‘ 

Mr. Cermak. If he said, “and any appropriation contained here- 
in” it would. 4 

Mr. Tracy. Yes. We would have to put thé word “travel” in the 
Army, Navy, and Air Force appropriations all the way through. __ 

Mr. Manon. Let us pass on to the next item. We can decide that in 
executive session. 


Mr. Taser. All right. 


SECTION 617—-TRANSFER OF FOREIGN VESSELS 


Mr. Tracy. In section 617 language pertaining to the transfer to 
the United States of foreign vessels has been deleted as no longer being 
required: That authority was contained in the bill starting -several 
years ago, and was inserted in connection with the atomic bomb test 
at Bikini. No future activities are contemplated. 

Mr. Taser. I do not see any harm in cutting that out. 

Mr. Manon. All right. 


SECTION 627——-FLIGHT PAY 


Mr. Tracy. The next change appears on page 300. The old section 
627 at the top of that page, pertaining to flight pay for midshipmen, 
has been deleted. The continuation of the provision is not necessary, 
since the hy cites for the aviation midshipmen terminates during the 
current fiscal year. 

Mr. Manon, I do not see anything wrong with that. 

Mr. Taser. That is all right. 

Mr. Manon. What is the next item ? 

Mr. Tracy. On the same page there is a technical change. That 
is the deletion of the date, which means nothing at present. 

Mr. Manon, Yes. 

Mr. Tracy. It simply is deleted to bring it up to date. 

Mr. Manon. Yes. 


SECTION 632-—-CIVILIAN PERSONNEL LIMITATIONS 


Mr. Tracy. On page 304 the old section 632 is recommended for 
deletion. That is the ceiling limitation on civilian personnel. 

Mr. Gartock. Mr. Chairman, I believe you discussed the problem 
of civilian personnel ceilings with Mrs. Rosenberg yesterday. 

Mr. Manon. Yes, we did. She suggested she would like to see it 
increased to a certain figure. 

Mr. Lamperr (the clerk). She wanted it increased 64,000 on the 
graded. 

Mr. Gartock. If the committee desires to continue the provision, 
we request a change in the number. 

Mr. Manion. Well, is this langtiage subject to a point of order? 
General Moore? 
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General Moore. I do not think it is. 

Mr. Tracy. It sounds like a limitation. 

Mr. Taser. It is a limitation all right. 

Mr. Manon. Allright. We will consider that. What else is there? 

Mr. Tazner. Could you tell us how many full-time employees you 
have right now on that particular thing? 

Mr. Manon. We got that yesterday. 

Mr. Taper. You did? 

Mr. Gartock. Just, under the 500,000, Mr. Taber. 

Mr. Taser. All right. 


TRANSFER OF VESSELS FROM THE MARITIME COMMISSION 


Mr. Tracy. The next change, on page 305, is a new section 631, 
which simply repeats language which during the current year appears 
under the appropriation “Transportation Service, Army.” It seemed 
appropriate to place it in a general provision, since it does pertain 
to all three of the services. The purpose of it is to authorize the trans- 
fer of certain vessels from the Maritime Administration to the serv- 
ices. That has been carried for a number of years in the Army sec- 
tion of the appropriation act. 

Mr. Taper. Vessels. This would be subject to a point of order. 
This would be legislation. 

Mr. Manon. Yes, I think so. 

Mr. Tracy. I believe it is legislative in nature. I might say that 
for several years we have been trying to get a provision through the 
Armed Services Committee. Last summer the House passed a bill, 
H. R. 2821, which contained this authority in it, That bill has not 
yet been taken up in the Senate. 

Mr. Manon. That is enough discussion of that, it seems to me, under 
the circumstances. We can decide this later. It is a legislative 
provision. 

Mr. Gartock. It has been carried for a number of years. 

Mr. Tracy. It has been carried for about 5 or 6 years. 

Mr. Gartock. We ag moved the location of it. 


Mr. Tracy. And the House has passed a bill which contains this 
authority. 


LANGUAGE CHANGES FoR THE DEPARTMENT OF THE Arr Force 


Mr. Manon. What about the Air Force? 

General Asensto. The Air Force has only five matters. 
Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Taner. Allright. What pages are these? 

General Asensio. Page 223 is the first one. 


AIRCRAFT AND RELATED PROCUREMENT APPROPRIATION 


The deletion which begins at the bottom of page 223 and ends on 
page 224 is made because this language has served its purpose and is 
no longer required. 

Mr. Taser. We can do that, I guess. 
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ACQUISITION AND CONSTRUCTION OF REAL PROPERTY 


General Asensio, Then the next one is on page 250. Here the 
changes are made to provide only for the one thing required here, the 
cash necessary for the liquidation of obligations incurred pursuant to 
contract authority. 

Mr. Taser. I do not know whether I want. that to remain available 
until expended or not. We will take that up in the committee later. 

Then you have another one on acquisitions. That paragraph goes 
out because you do not have anything of that character in the 1953 
bill? 

General Asensio. We have no new construction requested in here, 
sir. 

Mr. Taser. All right. 


MAINTENANCE AND OPERATIONS 


General Asensto. The next is “Maintenance and operations,” a very 
simple deletion. 
Mr. Taser. All right. That ought to go. 


MILITARY PERSONNEL REQUIREMENTS 


General Asensto. The next one is the “Military personnel require- 
ments,” where we have deletions recommended because of inconsist- 
ency with revised administrative procedures. 

Mr. Taser. All right. 


RESERVE PERSONNEL REQUIREMENTS 


General Asensto. That next change is on page 248. The deletion of 
the second line is recommended for simplicity of language and consist- 
ency with section 301 of the Air Force Organization Act. 

Mr. Taser. All right. 

General Asensio. That is all for the Air Force. 


LANGUAGE CHANGES FOR THE DEPARTMENT OF THE Navy 


Mr. Taser. Do we have some Navy items? 
Captain CrarcHitn. Yes, sir. We have nine Navy items, which are 
very brief. 
MILITARY PERSONNEL, OFFICER CANDIDATES 


The first is page 139, under “Military personnel, officer candidates.” 
The words “aviation midshipmen” have been deleted since all students. 
in the naval aviation college program will be commissioned prior to 
fiscal year 1953. 

Mr. Taser. That is not anything that is in use at the present time? 

Captain CraicHitn. Right through 1952; yes, sir. 

Mr. Taser. All right. What is the next item ¢ 

Captain Craieuity. Well, you have a further change on that same 
page, sir. The 1953 becomes 1954. 

Mr. Taper. Yes. 


44 


MARINE CORPS, TROOPS AND FACILITIES 


Captain Craicumu. Page 151, sir; “Marine Corps, troops and 
facilities.” 

Mr. Taper. 151? 

Captain Craicuity. Yes, sir. “Marine Corps, troops and facilities.” 


REPLACEMENT OF CAR FOR COMMANDANT 


Mr. Taser. pcan one replacement only ? 

Captain Cratcuitn. Yes, sir. 

Mr. Taser. At not to exceed $4,500. I am not in favor of that. 
Where do you want to use a $4,500 car? 

Captain Craiguiti. That new language has been included under 
this head to permit the purchase of a motor vehicle at a cost not 
exceeding $4,500. This proposed language will permit the purchase 
of one passenger motor vehicle in keeping with the rank and position 
of the Commandant of the Marine Corps. This purchase will be for 
replacement only. 

{r. Taper. We will take that up in the committee. 

Mr. Manon. What is the age of the present car? 

Captain Craicutty. The present car that the Commandant is now 
using, sir, is a second-hand 1941 Buick. 

Mr. Manon. What would this $4,500 provide for? 

Captain CraicnitL. This would provide him with a limousine. 

Mr. Manon. A Cadillac? 

Captain Craicuiny. Yes, sir. 

Mr. Gartock. Or a Lincoln. 

Captain Craton. A Cadillac or a Chrysler. 

Mr. Gartock. Mr. Chairman, I would like to point out that that is 
the only one in the bill this year. 

Mr. Taper. If we made that $3,500 it would be plenty. 

Mr. Manon. Would you trade in the present car? 

Captain Crateuiiy. Yes,sir. The present car would be disposed of. 

Mr. Manow. Is it the present car plus $4,500 for the new one? 

Captain Crarenity. No, sir. The $4,500 would be a limitation on 
the total cost. 

Mr. Manon. What kinds of cars do the Secretaries of the Navy, 
Army, and Air Force have? 

Mr. Gartock. They all have cars which they get under the same 
language limitation. 

Mr. Taser. I think $3,500 would be enough. That would let him 
get. a Buick, or one of the lower-priced Chryslers. That is good 
enough. 

Mr. Manon. All right; we will discuss that in the committee. 

Captain Cratentty. I might add, Mr. Chairman, that Mr. Sheppard 
discussed this with the Commandant of the Marine Corps at the time 
the Commandant appeared in the other subcommittee, and I believe he 
is in agreement with the request. 

Mr. Taper. Well, we will take that up in the committee. 

Mr. Manon. We will discuss that in the mark-up. 

I want to say for the record here that this “ F provision” which 
we have carried heretofore should not be stricken, in my judgment. 
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We want to develop some hearings on it at the proper time. 
not. want to overlook it. 
Mr. Taper. Where is the next item ? 


I just do 





AIRCRAFT AND FACILITIES 





Captam Craiguiti. The next one is on page 155, sir. 
Mr. Taner. Well, I think that we can agree to that. Of course, that 
has to have an amount in it. 


SHIPBUILDING AND CONVERSION 


Captain Craigiiti, The next is on page 171, sir, for “Shipbuilding 
and conversion.” The first change under this subhead deletes the 
phrase “by the act of Mareh 10, 1951 (Public Law 3), or otherwise 
authorized.” 

Mr. Taner. That can just as well go out. The amount, of course, 
would go out. You do not have to go'into that. 

The next one is down in the middle. 

Mr. Manon. Where is it that you provide for additional construe- 
tion / 

Mr. Taser. Right there: “as authorized.” 

Mr. Manon. Are you providing for an additional carrier in the 
i current bill? 

Captain Craignini. Yes, sir. 

; Mr. Matton. Where is the language involving that ¢ 

Mr. Taser. Right there. 

Mr. Cuermak. “As authorized” is the authorizing language. That 
other language is just superfluous. It added nothing. 

Mr. Taner. The language which is in there is just dead weight. It 
does not mean anything. 

Mr. Manion. Yes. 

Mr. Taner. So it might just as well go out. Down below, after the 
word “Provided” you have something there. 

Captain Craignits. The deletion of the proviso to the effect “that 
the amount heretofore appropriated under the head ‘construction of 
ships’ for the purposes of the act of March 10, 1951, is hereby trans- 
ferred to and merged with this appropriation” is made since the trans- 
fer and merger of funds referred to has been accomplished. 

Mr. Taper. I think that is all right to go out. 

Captain Craiguitt. Yes, sir. The new language which is inserted 
in the proviso clarifies the point that the obligational limit established 
for this appropriation will include MDAP reimbursements, 

Mr. Taner. We will look that over when we get to it, as we mark up. 
What is next ? 
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ORDNANCE FOR SHIPBUILDING AND CONVERSION 


Captain Craiguun. The next one is on page 180, sir, “Ordnance for 
' shipbuilding and conversion.” 
: Mr. Taper. You have some new language. 
: Captain Craienity, This involves essentially the same thing; yes, 
sir. The insertion is the new language. 
Mr. Taner. Well, I think we had better look that over pretty care- 
fully. 
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MEDICAL CARE 


Captain Craicnitt. The next one is page 186, “Medical care.” The 
first two changes in the language under this head reflect the transfer 
of budgetary responsibility for the maintenance and operation of 
medical supply depots to the appropriation “Service-wide supply and 
finance” effective July 1, 1952, after which date technical medical sup- 
port of the supply system and other naval activities will continue to 

nanced hereunder as indicated. 

Mr. Taser. I do not know. Do you see anything out of the way 
about that? 

Mr. Lampert (the clerk). That is just clarification. 

Captain Craignn. The deletion of the word, “medical” from the 
phrase “naval medical schools” is intended merely to avoid a possible 
restrictive interpretation. The instruction of medical personnel in 
naval schools will continue, as in the past, to serve the purpose for 
which this appropriation is made. 

Mr. Taser. I do not see any objection. 

Captain Craton, That is merely a technical change. 

Mr. Taser. What else is there? 


CIVIL ENGINEERING 


Captain Craiguity. Page 191, “Civil engineering.” 

Mr. Taper. You cut out some there... 

Captain CraigHmy. The deletion of the phrase “advance base de- 
pots” reflects organizational changes whereby advance base depots are 
redesignated as construction battalion centers, which are expressly 
»yrovided for under this head. No substantive change is involved 
oo, 

Mr. Taser. All right. 


SERVICE-WIDE OPERATIONS 


Captain Craiguitt. On page 203, sir, we have “Service-wide opera- 
tions.” The phrase “and public works” has been deleted from the 
parenthetical exception as being unnecessary since district public 
works offices are specifically provided for under the head “Civil engi- 
neering.” That is merely a technical change and does not involve any 
substantitive change. 

Mr. Taser. All right. 


NAVAL PETROLEUM RESERVE 


Captain CraicHiLt, Page 210 is the last oné, sir, “Naval Petroleum 
Reserve No. 4, Alaska.” 

Mr. Tazser. That is a new item, and we have to hit that when we 
get to it in the committee. 

Mr. Lampert (the clerk). It was stricken out last year. 

Mr. Taser. All right. That language is the same as it used to be 
when you had an item ? 

Captain CraicHiLy. It merely repeats the language under the 
Department of Defense Appropriation Act for 1951, sir. 

Mr. Taser. All right. 
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_ Mr. Manon. Off the record. 
(Discussion off the record.) 
Mr. Manon. Thank you, gentlemen. 


Fripay Marcu 28, 1952. 
ARNOLD ENGINEERING DEVELOPMENT CENTER 
WITNESSES 


WILLIAM A. M. BURDEN, SPECIAL ASSISTANT TO THE SECRETARY, 
DEPARTMENT OF THE AIR FORCE 

LT. GEN. E. E. PARTRIDGE, RESEARCH AND DEVELOPMENT COM- 
MAND, BALTIMORE, MD. 

JAMES T. HILL, JR., GENERAL COUNSEL, DEPARTMENT OF THE AIR 
FORCE 


Mr. Manon. Gentlemen, we will resume the hearings and con- 
tinue the discussion of the Tullahoma, Arnold Engineering Develop- 
ment Center project. We have developed considerable information, 
off the record, in regard to the project, but we want to develop some 
of this information for the record. I believe I will ask Mr. Coke to 
proceed with the interrogation of witnesses. First, do you have a 
prepared general statement ? 

Mr. Burven. No, I do not. 

Mr. Gore. Do you have a general statement you would like to make, 
Mr. Burden ? 

Mr. Burpen. No, I have no general statement. I understood I was 
to be here with certain information. 


STATEMENT OF FORMER ASSISTANT SECRETARY OF AIR FORCE 


Mr. Gore. To begin with, I have some insertions I want put into 
the record as a starter. Mr. Harold C. Stuart, former Assistant 
Secretary of the Air Force, prepared a statement for the chairman of 
the Armed Services Committee on Arnold Engineering Development 
Center, a copy of which was furnished to me by Mr. Burden. I now 
place that in the record at this point. 

(The statement follows :) 

MakcH 2, 1951. 
Hon. Cart VINSON, 
House of Representatives. 

DeaR Mr. Vinson: I am enclosing the history of the Arnold Engineering 
Development Center. At any time you desire additional information or sup- 
porting data, we will be pleased to furnish same. 

Sincerely yours, 
Haroip C. Stuart. 


History oF ARNOLD ENGINEERING DEVELOPMENT CENTER 


The history of AEDC may be divided roughly into four main categories: 

1. Its original conception by the Air Force—dating back to 1944 and 1945, 

2. Its study, coordination, revision, and final approval in the years that fol- 
lowed by all agencies concerned—both in Government and in industry. 

3. Its presentation to the Eightieth and Eighty-first Congresses in the form 
of enabling legislation—and final approval by that body (Public Law 415). 

4. Its management and operation phase. 
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We have prepared a series of charts which tell the AED€ story chrono- 
logically—in terms of facilities proposed and rejected, and the dollars required 
to build them. The program which Congress finally approved—and interim pro- 
gram—is quite different from the original proposals made back in 1945. We do 
not mean by this that the initial thinking on this project was not valid and 
based on sound conclusions. On the contrary, time and pressure of world events 
have proven beyond any question of doubt that our appraisal of our wind tunnel 


facilities in 1945 and of our requirements for the future was, if anything, on the 
conservative side. 


1. ORIGINAL CONCEPTION BY THE AIR FORCE 


One of the very first indications of USAF facility needs occurred back in 
August of 1944 at Wright Field. This date is important in that it shows the 
length of time that has elapsed since we first thought in terms of urgently 
needed expansions in our research and devolpment facilities. In 1951 we still 
do not have the test facilities required to realistically fulfill the Air Force 
mission. 

General Arnold recognized these deficiencies and took action to remedy them. 
In November of 1944, he asked Dr. Theodore von Karman (who presently heads 
the Air Force Scientific Advisory Board and who also is chief scientific advisor 
to AEDC) “To investigate all the possibilities and desirabilities for postwar 
and future war’s development as respects the Army Air Forces.” 

From these studies of the yon Karman group come vital recommendations for 
future Air Force research and development facilities, including the recom- 
mendation that a new Air Force Development Center be built to handle the many 
problems which the new era of jet propulsion and supersonic flight’ were thrust- 
ing upon us. This new center, because of its requirement for large amounts of 
power and water, necessarily had to be built at a location other than Wright 
Field, 

In October of 1945, a formal committee was established and charged with the 
preparation of plans for an Air Engineering Development Center. This com- 
mittee made exhaustive studies of existing research and development facilities— 
both in this country and abroad—and concurrently investigated projected plans 
for new aircraft and missiles. As a result, a plan was prepared and presented 
to the Army Air Corps Air Staff on January 24, 1946. Presentations were made 
to the Assistant Secretary of War for Air and to the Commanding General, Army 
Air Forees, in March of 1946. The final report of the committee was finally 
approved by all echelons of the Army Air Force. 


» 


2. COORDINATION BY OTHER AGENCIES 


AEDC’s coordination by—and with—other agencies within the Government— 
and in industry—was detailed and complete—and covered roughly a period of 2 
years (from March of 1946 on through to the first introduction of the enabling 
legislation in Congress in May of 1948). 

An important correlation of the ARDC program involved the National Advisory 
Committee for Aeronautics. This agency has worked closely with the Air Force 
in the promulgation of the so-called unitary wind tunnel plan—which was pre- 
sented jointly to the Congress by NACA and the Air Foree, and which finally was 
authorized under Public Law 415, Eighty-first Congress. 

In April of 1946, a meeting of the NACA Executive Committee was held and 
from this meeting a panel was formed (known as the Raymond panel) to study 
the national requirements for transonic and supersonic wind tunnels. All 
agencies having an interest in wind tunnels, including industry, were represented 
ut this meeting. 

The work of the Raymond panel (and of the NACA Special Committee on 
Supersonic Facilities which continued the work of the panel). 

On September 1, 1947, the Army Air Corps separated from the War Depart- 
ment and became the Air Force. 

(n October 27, 1947, this wind-tunnel program was presented to the President’s 
Air Policy Commission. We told the Commission.that the cost of a 5-year con- 
struction program for AEDC alone, as visualized at that time, would be about 
$378,300,000 (chart IX). 

On January 1, 1948, the President’s Air Policy Commission, chairmanned by 
Thomas K. Finletter, in its report Survival in the Air Age, concluded that the 
United States was dangerously short of equipment for research in the transonic 
and supersonic ranges, and recommended that the 16 wind tunnels projected for 
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universities be installed as soon as possible to alleviate the shortage of trained 
technical personnel. The Commission recommended further that we proceed 
without delay with the tunnels projected under the unitary plan—in the order 
of priority recommended by the Research and Development Board. 

On December 19, 1947, the Research and Development Board (RDB), at its 
tenth meeting, (1) approved the establishment of an Air Engineering Develop- 
ment Center, without approval of any specific components; (2) approved $90,- 
000 for basic studies; and (3) approved continuation of the Sverdrup and Parcel 
studies on sites, facilities, and costs. 

The above RDB action on AEDC was approved by the Secretary of Defense on 
December 30, 1947. 

On January 9, 1948, a proposed bill covering the enabling legislation for AEDC 
was forwarded by the Air Force to the Navy, for comment and/or concurrence. 
The bill was approved by the Navy on May 6, 1948. 

The Department of the Army concurred in the bill in February 1948. 

. On April 26, 1948, the Secretary of Defense and the Chairman of NACA jointly 
recommended to the Bureau of the Budget a draft of proposed legislation author- 
izing the unitary wind-tunnel plan. 

On April 28, 1948, the Research and Development Board Committee on Aero- 
nautics, approved Camp Forrest, Tenn., as a site for AEDC, and recommended 
prompt initiation of construction of an interim program consisting of (1) the 
BMW engine test facility ; (2) the gas dynamics facility ; (3) the 8 x 8 foot super- 
sonic propulsion wind tunnel; (4) flight test and central facilities. 

On May 13, 1948, at its thirteenth meeting, the RDB itself formally approved 
the establishment of an AEDC and also approved the above action of the Com- 
mittee on Aeronautics. 

On May 17, 1948, Dr. Vannevar Bush, Chairman of RDB, submitted the RDB’s 
approval of May 13, 1948, to the Secretary of Defense. The Secretary gave his 
approval in a memorandum dated May 22, 1948. 


8. PRESENTATION TO CONGRESS 


The AEDC was formally presented as a bill in Congress in May 1948 (80th 
Cong.). The bill was introduced in the Senate on May 27, 1248, by Senator Chan 
Gurney, who was chairman of the Senate Armed Services Committee. 

It was not until June 17, 1948, that the Bureau of the Budget approved the 
separate bills which had been submitted on the NACA plan and on AEDC—and 
recommended that they be combined in one bill (unitary wind-tunnel bill) before 
presenting them to Congress. 

The Eightieth Congress adjourned in August of 1948 before hearings could be 
held on the AEDC legislation. 

We had to start all over again in the Eighty-first Congress in 1949. 

On February 28, 1949, the Bureau of the Budget approved a draft. of the 
enabling legislation for submission to Congress jointly by the National Military 
Establishment and by the NACA. The authorization originally requested for 
AEDC was $150,000,000 ; for NACA, $154,4410,000 (which included funds for both 
unitary plan and university wind tunnels) ; and for the Navy’s portion of the 
unitary plan, $6,600,000—making an over-all total of $311,040,000, in authorization. 

On March 9, 1949, in a joint letter to the chairmen of the Senate and House 
Armed Services Committees, the Secretary of Defense and the Chairman of 
NACA submitted the proposed legislation to the Eighty-first Congress. The bill 
was introduced on March 10, 1949, as H. R. 3434, and on March 16, 1949, as S. 1267. 

Hearings were held before a subcommittee of the House Armed Services Com- 
mittee in April 1949 and again in August 1949. The Senate Armed Services Com- 
mittee heard the bill in executive session in May 1949. The House reduced the 
authorization from $150,000,000 to $100,000,000. 

The Senate passed the bill (S. 1267) on August 12, 1949, authorizing $150,000,- 
000. The Senate and House conferees met in conference in October 1949 and 
passed the measure on October 19, 1949, authorizing $100,000,000 to AEDC. This 
became Public Law 415 of the Kighty-first Congress. The Eighty-first Congress 
also appropriated $30,000,000 for AEDC under Public Law 430 ($6,000,000 in 
eash and $24,000,000 in contract authorization). 

The President approved Public Law 415 on October 27, 1949, and Public Law 
480 on October 28, 1949. 

On November 9, 1949, with the approval of the President, the Secretary of 
Defense and the RDB, the Secretary of the Air Force formally announced the 
selection of Camp Forrest, Venn., as the site on which AEDC would be built. 
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On December 30, 1949, by order of the Chief of Staff, the Air Engineering 
Development Division was established, becoming effective on January 1, 1950. 

On March 15, 1950, the Executive Committee of RDB, meeting again approved 
the AEDC, together with certain expansions in the three main test facilities 
which had been recommended by the combined RDB Committees on Aeronautics 
and Guided Missiles, and by industry. The recommended changes were: 

(a) To increase the air flow capacity of the high altitude engine test facility 
(BMW), and this facility to have first priority in the AFDC construction pro- 
gram. 

(b) To increase the air pressure of the gas dynamics facility at high mach 
numbers. 

(c) To increase the size of the supersonic propulsion wind tunnel from 8 
by 8 feet to approximately 15 by 15 feet. 

On April 5, 1950, the Air Force was directed to incorporate these technical 
changes in the three main test facilities. 

Estimates were prepared and studies made by the Air Staff with the costs of 
the above changes. After thorough studies and presentation to the Secretary 
and Under Secretary of the Air Force, the changes were presented to the Office 
of the Secretary of Defense in August 1950. 

On August 28, 1950, the Secretary of Defense approved legislation for an in- 
creased authorization for AEDC of $57,500,000 in order to incorporate the ap- 
proved changes. 

H. R. 9612 and S. 4118 were introduced into the Eighty-first Congress to accom- 
plish this increased authorization. Presentations were made to the Senate Armed 
Services Committee (Rept. No. 2512 to aecompany S. 4118) and to the House 
Armed Services Committee (Rept. No. 1376 to accompany 8S. 1267). Public 
Law 799, the Eighty-first Congress, was approved September 21, 1950, increasing 
the appropriation authorization for AEDC. The additional appropriation was 
approved in Public Law 483, the Eighty-first Congress, on September 27, 1950. 

The first construction contract for AEDC was awarded by the Tullahoma 
District Corps of Engineers May 16, 1950, and work started 1st of June on the 
site preparation. 

After 1946, continuations, or amendments to the Sverdrup & Parcel contract 
were made. The original contract of June 1946, of which Sverdrup & Parcel 
were the lowest bidder, was in two parts. The first was to make a survey 
of the entire United States to determine the most economical site for the loca- 
tion of a unitary wind tunnel plan. The second part was for preparing pre- 
liminary designs, estimates, etc. Subsequently, continuations to this contract 
or amendments were entered into, the last being in 1950. 


4. MANAGEMENT AND OPERATION PHASE 


The management and operation of AEDC was the subject of considerable 
study on the part of the Air Force. Meetings and discussions were held with 
representatives of industry, scientists, university professors, and Air Force 
representatives. 

On February 10, 1950, a special committee on AEDC operation was formed 
to conduct studies on the various possible systems of management and opera- 
tion.of AEDC. This committee held many meetings and conferences in various 
sections of the country investigating the most logical, economical, and efficient 
manner in which AEDC might be operated. 

In March of 1950, it was determined that AEDC should be operated by 
private corporation under contract to USAF. 

On April 12, 1950, Dr. von Karman (in behalf of the Scientific Advisory Board) 
submitted the report of the special committee on AEDC operation to the Secre- 
tary. This committee recommended: 

(@) The formation of a nonprofit corporation governed by a board of direc- 
tors to consist of about 12 representatives of the aeronautical industry, uni- 
versities, and the business world. 

(b) Operation of the AEDC, including all housekeeping functions, by the 
corporation after the facilities have been constructed, put into operation, and 
turned over to the Air Force in first-class operating conditions. 

(c) The immediate hiring by the corporation of a skeleton staff of first-class 
technical and management personnel, to represent the Air Force in all matters 
concerning the performance characteristics and technical accuracy of AEDC 
facilities during the engineering, construction, and putting-into-operation phase. 
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The methods and experiences of the AEC, the Navy, and other governmental 
agencies in the management and operation of their facilities by private corpora- 
tions were carefully studied. After careful study, it was determined that this 
vast installation could not be operated as efficiently or as economically by a non- 
profit corporation, Several corporatoins, including Sverdrup & Parcel, were 
considered to manage and operate AEDC. 

Sverdrup & Parcel’s contract with the Air Force were (1) to survey all of 
the United States and recommend the most suitable site for AEDC; (2) to pre- 
pare all the designs for technical equipment and make the estimates for con- 
struction of AEDC, and (3) to test facilities as they were completed, train per- 
sonnel to operate them, and advise the Air Force during the construction. 

Sverdrup & Parcel had been working on AEDC matters continually since 
June 1946, and they had made studies of the design and operation of the major 
wind tunnels, aerodynamic and propulsion research facilities in the United 
States, Germany, and other parts of Europe. 

For these reasons, it was recommended to the Secretary of the Air Force that 
a contract be negotiated for the operation and management of AEDC with 
Sverdrup & Parcel. After consideration, the Secretary of the Air Force approved 
this procedure. 

Sverdrup & Parcel organized ARO, Inc., the Tennessee corporation, for the 
above purpose, and a contract was duly prepared and executed. A copy of this 
contract, along with the current contract with Sverdrup & Parcel has hereto- 
fore been delivered to you. 

It is estimated that the first completed facility will be the high altitude engine 
test facility, which should be in operation by April 1952. 

Haroip C. Sruarr. 


MINUTES OF NEGOTIATIONS BETWEEN ARO, INC., AND THE AIR FORCE 


Mr. Gore. Also, the minutes of the negotiations between ARO, Inc., 
and the Air Force on the ARO contract for 1952. 
(The statement follows :) 


Conference on negotiation of ARO, Ine., contract, September 13, 1951. Those 
in attendance are as follows: 

Headquarters ARDC: Lt. Gen. E. EB. Partridge, Col. John R. Martin, and 
Col. P. S. Robbins. 

Headquarters USAF: Brig. Gen. M. S. Roth and Col. W. LD. Snow. 

Headquarters AEDC: Maj. Gen. F. O. Carroll, Col. C. K. Moore, Col. W. C. 
Cooper, Col. L. G. Cooper, Lt. Col. G. G. Bilbert, and Lt. Col. E. T. Hovatter. 

ARO, Inc.: Gen. L. J. Sverdrup, M. E. R. Grant, Mr. W. E. Moser, Mr. Steve 
Leo, Mr. J. C. Brandt, and Mr. J. M. Wild. 

(Speech from General Carroll :) 

Gentlemen, I would like to extend to all of you my sincere welcome to this 
command. We are met here today in an attempt to reach an agreement as to 
our contract relations for the coming year. It might be well, however, for us 
to take a moment to go back and consider the history and background of the 
decision to make the AEDC a contractor-operated Air Force installation. 

In April 1949, the Chief of Staff of the Air Force directed the Scientific Ad- 
visory Board to make an over-all study of the USAF research and development 
activities and problems pertaining thereto. A committee was appointed con- 
sisting of Dr. Ridenour as chairman and including many other distinguished 
men in the research and development field. In September 1949, this committee 
promulgated its report which is known throughout the Air Force as the Ridenour 
report. It contained a recommendation that the research programs and facilities 
of the nature here being constructed should be brought into being at the earliest 
possible date and in the committee’s opinion greater efficiency would result from 
a contractor operation of such installation. This was believed to be the case 
for several reasons, some of which are: 

1. Delays are not infrequent in Government operated facilities due to adminis- 
trative procedures commonly called red tape. 

2. The necessity of securing the services of a number of highly skilled men in 
the scientific field who would not be available for the compensation which could 
be paid by the Government. 

3. Difficulties inherent in the Government’s civil-service system. 

4. Lack of desired permanency of military assignments. 
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5. Other cogent reasons were put forward but I think they need not be men- 
tioned here. 

This committee recommended that a not-for-profit corporation be utilized for 
the purpose of operating Air Force research facilities. 

In February 1950, the then Secretary of the Air Force, the Honorable W. Stuart 
Symington, appointed a committee to make a further study of the problem as it 
related strictly to the AEDC. 

The chairman of this committee was Prof. John W. Markham and included 
representatives of industry, educational institutions, and the Air Force. We 
refer to this committee as the Markham committee. For much the same reasons 
as were considered by the Ridenour committee, the Markham committee also 
recommended to the Secretary of the Air Force that the AEDC be operated and 
managed by a not-for-profit corporation. 

At the time of the report of the Markham committee, Sverdrup & Parcel, Inc., 
wo under contract to the Government to design some of the facilities for the 
ABDC. 

In April 1950, the Secretary, Mr. Symington, after having the full benefit of 
both the Ridenour and Markham committee reports, stated that he felt the AEDC 
should be operated by a for-profit corporation as he felt greater efficiency would 
result from a profit motive. Whereupon the Air Matériel Command authorized 
Sverdrup & Parcel, Inc., to form such a corporation for the purpose of managing 
and operating the facilities being here built. He at the same time expressed 
the view that the amount of profit, percentagewise, should be as low as any 
existing similar contract in force with the Government. Such a corporation was 
formed and named ARO, Inc., which organization, some of you gentlemen repre- 
sent. A contract was then entered into between the Government and ARO, Inc., 
which contract expires the 30th of this month. 

On July 12, 1951, during an Air staff conference at Headquarters USAF, the 
Air Force reaffirmed its intent of continuing the policy of operating the AEDC 
by a contractor. The policy expressed during this conference was incorporated 
in a letter to ARO, Inc., dated September 4, 1951. 

Up to this time, ARO, Inc., has made contributions to AEDC by: 

1. Rendering advice to the commanding general concerning the design of the 
proposed facilities ; 

2: Making the aeronautical industry aware of the test laboratories being 
brought into existence, securing industry’s comments and criticisms thereto, and 
soliciting the industry's cooperation; and 

3. Assembling a staff preparatory to assuming the operative and management 
functions and orienting some of that staff to the problems they will face. It 
is probable that the staffing which has heretofore taken place, especially in the 
administrative field has to some extent been premature due to a failure of the 
construction program to develop as rapidly as was anticipated. This fact must 
be given weight in the consideration of our proposed new contract. 

The failure of the construction program to progress as rapidly as was hoped 
is the result of a number of unanticipated conditions, among them are: 

1. Varying adverse and abnormal weather conditions which prevailed in 
this area all last winter and the summer preceding 

2. Tardy requisite research - services’ leading to design, 

3. The fact that the Korean fighting has not terminated, when it was thought 
it would be of short duration, and the tension of the international situation 
generally calling forth as it has a rapid and extensive increase in the over-al} 
military program resulting in material-control procedures and creating a 
shortage of technical personnel which would otherwise have been available for 
use on our particular program. 

4. A disinclination on the part of manufacturers generally to undertake the 
production of specialized products requiring unusual tooling and skills when 
there is a greater demand and more profit in production-line items; and 

5. The difficulties the Air Matériel Command has encountered with the ter- 
riffic workload that has been placed upon it to procure the necessary products, 
materials, and services called forth by the greatly expanded Air Force pro- 
curement program of which we are all aware. 

I believe we must all recognize that the delays resulting from the condition 
just above recited will continue at least through the coming year and that we 
cannot expect any substantial improvement in these conditions with the excep- 
tion of weather which we hope will be better this coming year. 

Both the old and the proposed new ARO, Inc., contract, the phraseology of 
which I understand, have been agreed to by ARO, Inc., and the Air Force, pro- 
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vides that the staffing of ARO, Inc., will be coordinated with construction prog- 
ress. In arriving at a proper estimated cost of operation for the coming year 
construction progress therefore becomes the yardstick. At this moment there 
are only two items of the construction program which could be said to have 
reached an operative condition. They are the shipping and receiving ware- 
house and the railroad. The engine-test facility is now approximately 50 per- 
cent completed, and it is my opinion as well as the opinion of my advisers that 
the engine-test facility will not have reached a fully operative condition during 
the coming contract year. It will, however, be in a condition for shake-down tests 
sometime in the last half or at least the last quarter of the contract year. 
These shake-down tests are to be conducted by the Rust. Engineering Co., under 
its contract with the Government. During the shake-down tests we expect to 
utilize ARO, Inc., key engine-test facility personnel to help the AEDC, the dis- 
trict engineer, and the Rust Co. No construction work has even been started 
on the gas-dynamics facility or the propulsion wind tunnel. In fact, the final 
designs for these last two facilities mentioned has not as yet been approved. 

It is my opinion that most of the central supporting facilities will reach an 
operative state during the coming contract year but that little actual opera- 
tion will be required beyond testing and maintenance activities required to sup- 
port the shake-down test of the engine-test facility. I desire to call your atten- 
tion to the fact that the major elements of the central facilities will not reach 
this state until the last quarter of the contracteyear. I expect ARO, Inc., to 
have key central facility personnel on hand before the facility’s operational 
date, in order that ARO, Inc., may familiarize personnel prior to assuming its 
operational fafictions. We must keep theSe facts in mind in arriving at a proper 
estimate of cost to be employed in our proposed new contract. 

An estimate is at best only an estimate. It cannot be more than a considered 
guess based upon present existing facts and opinions as to future developments. 
Certain members of my staff have made an estimate of cost for the coming 
year and certain members of the staff of ARO, Inc. have likewise made an 
estimate. I have studied both of these estimates in detail and disagree with 
both of them in certain respects. If all of the facilities which the contractor is 
to operate were in existence and ready to perform their functions the estimate 
originally submitted by ARO, Inc. would be more realistic than is the case. I 
believe my own staff to have been optimistic as to probable construction progress 
that can be made during the coming contract year. I have therefore concluded 
that a more realistic estimate must be adopted. I believe that the sum of 
$1,503,225 will be adequate to meet all of the reimbursable costs that the con- 
tractor, ARO, Inc. will be called upon to incur between October 1, 1951, and 
October 1, 1952. As I have said an estimate is only a guess. That is my guess 
based upon the data submitted to me both by my staff and by ARO, Inc. and my 
own past experience and appraisal of conditions which will be present during 
the period in question. In the event that my estimate is too high the whole 
of this sum of money will not be expended nor be lost to the Government. 
If it be too low, additional funds will necessarily have to be applied to the 
contract. The contract is drawn in order to give play to these variables. 

I now wish to address myself to the subject of a proper fee for the contractor 
for :its ‘services, My information is that*ARO, Inc> has outstanding’ ¢apital 
stock for which the sum of $150,000 in cash was paid by the holders of its 
common stock. This, I understand, is all of the capital that has been paid into 
the corporation. Appropriate salaries have been provided certain officers who 
are actually employed and rendering services to the corporation. The amounts 
of these salaries are items of reimbursable cost and will be paid by the Govern- 
ment. The Secretary of the Air Force advanced during the last year the sum 
of $100,000 to assist the corporation in its endeavors and the proposed new con- 
tract provides that the Secretary may, if he deems it expedient, make future 
advances. I believe in a fair return upon an investment, but I do not believe in 
exorbitant profits. 

As you will recall both the Ridenour committee and the Markham committee 
were of the opinion there should be no profit to the operator of such Air Force 
facilities. Giving due regard to the uncertainty always inherent in enterprises of 
this nature and the fact that any contract with the Government may be termi- 
nated for cause or for the convenience of the Government, I am inclined to be 
more liberal in arriving at a figure which I deem to be an equitable return upon 
the investment made than I normally would be. Careful and prudent manage- 
ment of the affairs of ARO, Inc., will keep the amount of nonreimbursable 
items of expense to a very small figure. I can see very little risk to the capital 





54 


investment in this situation beyond the risk of faulty management of the cor- 
poration’s affairs. Twenty-five thousand dollars as a fixed fee would constitute 
an approximate 1634 percent return, before Federal income tax, upon the total 
invested capital for a 1-year period of time. I cannot bring myself to believe 
that such an amount would be anything less than a very handsome profit on the 
investment made and I can only bring myself to that figure by giving due weight 
to the uncertainty inherent in Government contracts. 

Gentlemen, I have tried to give you my best judgment. I have tried to give 
some of my reasons on which that judgment is based. There have been many 
hours spent in discussion and analysis of these problems. I doubt that any 
further discussion of detail would be helpful to us. I trust you will agree that 
the estimated cost figure which I have stated is acceptable to vou for use in the 
proposed new contract and that the fee of $25,000 is agreeable. 

* * * % oe a + 
General Carro_i, I would like to hear your comments, General Sverdrup. 
General SverpruP. Well, I am practically speechless. Well, I will tell you, I 

think I had rather start off by the amount as to just where we are going. 

General Parrripce. May I interrupt you just a moment. Are we agreed gen- 
erally on the text of this contract, as to the services to be provided? Then we are 
definitely up to the point where we want to decide upon what is the cost and how 
much the fee is going to be, re those the two things we are trying to decide? 
T haven’t seen the finished contract. 

Lieutenant Colonel Hovarrer. This is the finished contract. 

General CaRRoLL. They have been working between each other here and ARDC. 
There are two items tough on the airplane and the advanced advances. 

General Sverprup. I understand the part of the airplane had all been straight- 
ened out. 


Mr. Moser. That was my understanding. I looked at the contract. It is there. 
That is taken care of. 

General Carrott. On the advanced advance we checked with the General 
Counsel and they say they cannot commit the Under Secretary to advance be- 
fore or in the contract, that if you need an advance the proper way to do would 
be to submit your request immediately to the Under Secretary of the Air Force. 

Mr. Moser. General Carroll, the day before yesterday, I learned that that is 
not the situation and at the suggestion of Colonel Gilbert, I called Mr. John 
Hancock who is in the Office of the General Council in Washington and I gave 
him the facts involved. He stated that application may be made before the 
award of the contract and upon approval by the Under Secretary, the contract- 
ing authority for the Government is permitted to incorporate in this agreement 
a provision to the fact that advance payment could be paid. He gave me the 
particular provision in Air Force Manual. Relayed that information first to 
Colonel Gilbert and at his suggestion I called Mr. Fixel in Baltimore. Mr, Fixel 
examined that regulation and he stated—he read the regulation to me—and the 
result is he said, that under that regulation it could be done and that all we 
have to do is to prepare a letter requesting it and he will prepare the remaining 
documents and hand carry it so that it could be processed before the contract is 
entered into. 

General CarRoLr.. Well, we certainly have no objection to the advance. The 
question is of the mechanics, the way of getting the thing done, I think you 
certainly need it. The question is of getting it done or covered. 

General Sverprup. Well, as you probably recall, Frank, before the previous 
contract was entered into, that was part of the agreement that what would be 
advanced and that’s why its simple, because the initial contract was 3% percent 
basis. If you have to borrow capital and pay today anywhere from 3 to 4 per- 
cent on it you are not going to do very well on interest that is a nonallowable 
item, and as the operation gets larger and larger it makes very little difference 
whether we borrow the money from the bank, or take out your own money. That 
was the original stipulation. As a matter of fact if you recall the contract the 
Navy had at Daingerfield, they had a contract with 4%4 percent with Navy ad- 
vancing the money for the operation. As to the amounts of 1 million and one- 
half, you stated that is all the money you have and that is all there is to it. 
I would like to look at that first. It is thoroughly agreed that depending on 
the amount you have you will have to cut the cloth for the book you want for 
the service you want. But $214 million related on the part of our estimate I 
don’t know about. I would rather ask Steve Leo about it because he has been 
down to your people right along on negotiations on that and if you don’t mind I 
would like to oo that part of it settled first before we go into the fee whatso- 
ever, because I don’t think we can go into one before we get to the other. 
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General RorH. I am concerned on this thing. There was another sheet made 
out just like this, a copy of which Mr. Leo had, when I saw it last, It indicates 
that personnel (the blue work sheet, I think that is right) have been reduced 
from 2.3 to 1.2. Travel from 265 to 50. Communications from 48 to 20, and so 
on through this thing. The question in my mind if these estimates have any 
validity to them at all and we may for the purpose of discussion of some that 
they have for the moment a reduction of $50,000 indicates a deficit there of 
$235,000 for travel. Now, who is going to perform the travel? Is that going 
to be performed by personnel belonging to AEDC; is it going to be performed 
by AEDC personnel in lieu of S. & P. or ARO personnel? On communications 
it was reduced from 48 to 20. There still remains a deficit of $28,000 for com- 
munications, Is the estimate for communications for the over-all cost a validity? 
Who is going to perform the $28,000 worth of communications? Does that come 
out of Government funds under your control? 

General Carrot. We just estimated those items were probably high. 

General RorH. Well, they may be. But unless we know what funds you are 
going to spend in addition to S. & P., we won’t know what the over-all operation 
is going to cost and I think we ought to put both of them together and find out 
what is the cost of operating AEDC for the period of 1 year, including your 
operation and then extract all of the things in your proposed operation that can 
be done by 8S. & P. because you are not going to get the people (I always say 
S. & P., I mean ARO), and then extract from the over-all operation that which 
is to be done by ARO and estimate the cost of doing that. I feel that some of 
the clauses in the contract requires ARO to do things under the terms of the 
contract and those things will have to be done and I don’t think that AEDC is 
going to have the manpower capability of doing them themselves and on their 
part it will have to be done in their entirety. 

General CarroLi. We haven't proposed to do a thing at AEDC about operating 
the place. 

General RorH. We have a contract for the operation and maintenance. 

General Carroty. As fast as anything in that area can be turned over to ARO 
we propose to do it, and as fast as they can take up the supply problem we can 
wash out our supply. 

General Roru. That is reflected in these estimates that you made? 

General CarrRoLti. As nearly as we could ina general way. We had a kind of a 
general agreement with ARO one time they didn’t want to get into any of the 
operation at William Northern Field, but 

General RotH. Maybe they should. 

General Carrot. Like running a flying field. 

General PArtrince. Let me make a statement of policy here. I am anxious 
that ARO run as much as this installation as it can handle. The manpower 
ceiling placed on the ARDC is now such that we will probably reduce AEDC in 
strength. This cannot be done right away—TI appreciate the construction period, 
but sooner or later I feel that the staff of the AEDC is going to have to be 
reduced to fit the jobs that have to be done by the command as a whole due to 
the limits that have been placed upon us by manpower ceiling, both military and 
civilian. I am anxious that this contract which we are about to make here 
include as many of tne functions that your people are now doing that we can 
legally transfer to them. Does that clarify my position? It may be that your 
estimates are not based on that same assumption at all. 

General Carrot. Until we get a flying field or until we can move to head- 
quarters, maintenance on this 

General Partrinee. I am perfectly willing for ARO, Inc., to take over the 
flying field or maintenance of the buildings or anything, or the Government hiring 
civilian personnel, if that is legal. In fact I urge you to do it—the maintenance 
of aircraft or anything else. We are in a very tight position manpowerwise and 
it is going to get a lot worse before it ever starts getting better. 

General Carrot. I don’t say that it will be illegal whether the airplanes are 
here or on the flying field over there. We have been working on the general 
idea that ARO did not want to start operating while at William Northern Field, 
because that is not the Arnold Engineering Development Center. 

General Sverprup. I will work on the principle that from the financial pro- 
cedure that a lot of our purchases be pretty difficult for us to accept it, but I 
have heard of no policy or of no agreement except for the budgetary matters we 
have been discussing. 

General RorH. Let me make another statement here. Returning to funds there 
is now available $1,845,000 in the 1952 organization program to the ARO, Inc. 
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General Carro._L. That included what we estimated would be the cost of power 
of 207, we took 200 and then we advanced them 230, which has been reduced. 

General RotH. Regarding additional funds, there are no additional funds in 
the program for AEDC. On the other hand we have to take a look at the whole 
program on a priority basis to determine if additional funds can be assigned to 
the ARO contract. That is possible to assign additional funds if it is required 
to do so. I feel that we should determine here at this meeting whether or not 
additional funds over the $1.5 are required and necessary and can be advanced 
on a priority basis so that this thing doesn’t fall flat on its face down here at 
the last part of the year and put us back farther in our project because oc 
insufficient funds. We have here $157,000,000 program which we can’t, just run 
out of funds for a few dollars and let it drag at the time when the things are 
just coming into operation. It will have to be well supported at that time in 
my opinion. I think in our deliberations we should find out what are our exact 
requirements in the ARO, Inc., in lieu of policies established that you are not 
going to build up a military organization which can supplement this activity. But 
that on the other hand more and more of the activities now performed will be 
given to the ARO, Inc., to perform for you. Let's not cut off our thinking at 
$1.5. If we feel that it is necessary to go above that why then we will have to 
take another look and see how much reprograming we can do and is advisable to 
do. It doesn’t mean to say that we are going to get more funds, but I think we 
ought to keep our minds flexible on the necessity for it. Have these estimates that 
have been prepared by your headquarters taken into account the transfer of 
those activities which can be performed by ARO now of transferring them to 
ARO as of the date of signing the contract. 

General CARROLL. We assume that ARO should be able to take over the ware- 
house in a reasonably short time. I believe that they have started, I know that 
they have a Superintendent, I don't know how many more people that you actually 
have on hand. That shouldn't be a hard problem, I don’t think, for them to build 
up an organization to run the warehouse., We have considered that as seon as 
they were able to take it over we would try to reduce our supply setup here and 
turn over as much as we could to them as fast as we could. I hadn’t con- 
sidered turning over the maintenance of our three airplanes. We do the line 
maintenance here and for engine change we have it done at Mobile. We have had 
an agreement with AMC ever since the beginning that they would do that. 
change engines for us and major repairs to the airplanes. Actually, we haven't 
built up a lot of spare parts or anything like that, we intend to continue taking 
the airplanes down to Mobile. We don’t have the people nor the time to do it 

General PartripvGe. Could we hear from the ARO people? 

Mr. Leo. I think there are a couple of things that are pertinent. In the first 
place, looking at this piece of paper with the estimates, and I think that it 
warrants a little explanation because of the rather marked difference between 
the ARO submission of $12,900,000 and the bargain basement $15,000,000 and the 
$1,503,225 which is estimated cost considered by AEDC. The latter figure is 
brand new to me and does not reflect nor represent any discussions between 
AEDC and ARO. The $12,900,00 figure represents a budget which was submitted 
covering all costs including capital costs as visualized by ARO and was not 
submitted for the purpose of discussing fee or anything else but simply to arrive 
at our best judgment as to the input of dollars into AEDC regardless of source 
during the period of the contract year. Now it was agreed that one of the series 
of meetings we have been holding on this subject that the AEDC would separate 
from that figure those costs which would not represent dollars flowing through 
the contract so that we could arrive at a consequence that a cost of what would 
be required in terms of ARO’s actual cost as compared to the total AEDC cost. 
That figure which was originally submitted and reflected on the work sheet 
which General Roth prepared and which I would infinitely prefer to see here as 
the compared cost sheet which I don’t think reflects in the left column it doesn’t 
reflect anything that we had seriously discussed in the past several months and 
the figure in the right hand column does not represent a figure that we have ever 
discussed. It represents a figure which I specifically excluded. 

General Carro_u. I am sorry we we left the asterisk off of these. We recognized 
them after they were mentioned. 

Mr. Leo. Now the submission ARO made on the revised estimates that I dis- 
cussed, Mainly the costs which we estimated would run through the ARO con- 
tract without including capital cost or other material which was to be supplied 
to the AEDC but not through the contract but from sources within the Air Force. 
We came out with a figure of roughly $3.5 million or $3.4 million was the accepted 
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figure. That was an estimate which was then subject to the review and re- 
vision by working groups of the AEDC and of ARO. Of course, in the preced- 
ing meetings a number of which I can’t recall, culminated in a meeting last 
Tuesday with General Carroll, Colonel Moore, and Colonel Hovatter, Mr. Brandt, 
our chief accountant, and myself. The meeting preceding that which Mr. Grant 
and I were present as far as ARO is concerned, we were advised for the first 
time that (a) AEDC were prepared to negotiate and authorized to negotiate, 
ARDC had not been prior to that, and we were also advised that the limiting 
figure was $1,500,000 and that as a consequence of the discovery of that limit- 
ing figure that there would not be a continuation of the working level discus- 
sions or had not been a continuation of the working level discussions to arrive at 
what we could agree jointly at the working level, would be a reasonable estima- 
ition of costs wherever we might find it. I was not prepared, nor was Mr. Grant, 
to discuss the $1,500,000 nor was I certain that under any circumstances we 
would at any time be prepared to discuss $1,500,000, but that was a matter up to 
the officers of the company to determine. We then agreed at that meeting that 
‘we would continue the working level discussion with this thought in mind that 
if $1,500,000 was the limiting figure that was a separate question that we should 
‘however continue working level discussions which had broken off, we should 
resume them so that in the event we jointly agreed that $1,500,000 was inade- 
quate that we would at least be prepared to go on to higher authority with a 
jointly agreed upon figure which we would consider a reasonable cost. We re- 
sumed the discussion they were not completely concluded at our meeting of last 
‘Tuesday, but as of that time the latest score on which we were jointly agreed— 
that is why I am startled’at this figure and without having considered various 
items which still remain in discussion including the airplane which now has 
been reinserted into the contract, for which no provisions have been made, was 
approximately $2,488,097 that represented the progress that we have made in 
working out the costs and my understanding and impression as for the working 
level people of AEDC were concerned and the working level people in ARO were 
‘concerned it was jointly agreed that approximately $2.5 million with various 
items still left undetermined was a logical and reasonable figure to assume as 
contract cost. 

Now in doing that—in working out this estimate we drew attention to the fact 
that we had had an estimate on previous contracts or what is actually the 
current contract which had been pretty badly out-phased and we were reluctant 
‘to enter into another contract in which the figures were not pretty realistically 
arrived at, we thought it would be bad, not only for us, but also be bad for the 
Air Force. We have approached this throughout in all our negotiations as far 
as ARO is concerned in an effort to deal with complete openness, frankness, 
what the problem is. I am totally unprepared for a figure of $1,503,225 which 
I assume is less fee. I think General Carroll stipulated that was less fee and 
that figure alone apparently runs over the available funds. In considering the 
figures, we have not answered General Roth's specific question. Considered the 
assumption of any duties apart from the site with the exception of the housing 
program and we have not considered taking on any functions with regard to the 
maintenance or having anything whatever to do by specific direction with any 
flying field or anything to do with maintenance of airplanes or installations. 
‘That is the situation as far as I know it for the moment. I have had the distinct 
impression, however, throughout these discussions and I have repeatedly said 
this to General Carroll and others, that there has not been a feeling that ARO 
should function with the breakdown which I originally supposed was the prin- 
cipal and I assume that the budgetary restrictions were a reflection of that view. 
I do think however the last figure that I gave of $2.4 million and the original 
submission of $3.4 million and the fact that there are items in the amount of 
approximately $300,000 which are, of approximately $400,000 dollars, that are 
still under discussion. I do think that those are at least guideposts to what has 
heretofore been jointly considered, a reasonable estimate of the problem and of 
the situation. I can’t address myself to the $1.5 figure, except the figure which 
we had previously agreed to was of a greater dimension. 

General PAnrrrince. Frank, why did we go from, first of all, did your working 
people agree that $2.4 million was a reasonable figure? 

General CaRrRoLu, I think in some respects they did when broken down in the 
different things. 

General Parrrince. Did it come to $2.4? 

Mr. Leo. That was the figure that we submitted to General Carroll for dis- 
cussion last week. 

General Carrot... That was about $2.318. 


58 


~~ 


Mr. Leo. Then you have the training program. We agreed to that, but we 
had to agree to the cost. Now that, incidentally, raises another question. It is 
extremely difficult to agree on figures when we have not reached certain policy 
determinations and the training program, I am glad you mentioned, is one point 
as you may recall that we agreed we would handle the training program at your 
request by saving out during the coming contract year, those trainees presently 
on our rolls plus 26 trainees who had been scheduled and had been agreed upon, 
but that as these people went through the training program and were on our 
payroll we would not replace them and that we would not recruit from the 
graduating classes in the future. That was on the basis that there had been a 
higher level determination of school graduates in June. That was based on 
higher authority that there was violent reduction in the training program. 

General CARROLL. We have had no objection to the training program. 

General ParTRIDGE. There is no objection from our office. Is there any objec- 
tion from someone on the part of ARDC? 

General Roru. There was a suggestion made, but there has been no objection 
made to the training program. There has been a suggestion made as to the use 
of the training program. That was only a suggestion. 

Mr. Leo. There again I raised this question, if you remember General Frank, 
Colonel Hovatter’s report was that they were opposed to the training program in 
ARDC and that was the basis on which I agreed to phase up. 

Colonel HovaTrerR. I beg to differ there in that I did not intend to imply or to 
give that impression. I merely mentioned that there was some criticism; how- 
ever, I was unable to put my finger on that criticism, and I mentioned this to you 
again over the telephone yesterday or the day before that it was just part of the 
chop chop going on and I am unable to find it. 

General PARTRIDGE. Maybe I can clarify the situation by saying briefly that I 
am not familiar with the details of the training program, but I consider that in 
contract facilities such as these the training program is a must and I feel that 
we should approve the dough for it. 

Mr. Leo. That solves that. The figure that we—— 

General CARROLL. The idea that I—you will probably have about 90. The 65 
you have and the 20 more and 6 you mentioned could be available. 

Mr. LEO. They do not train, as I have never explained before, throughout the 
contract year, and if you are going to maintain any level which we cut in our 
original submission from 100 which we thought was steep and which was done as 
a blitz on the last class we cut it down so that it would be an average of what 
the people agreed on an average of approximately 65 trainees and general flow 
until such time as we have facilities staffed. 

General CARROLL. In other words, we try to absorb the ones we have. We don’t 
want to get rid of them because we will never get them back, but this next year 
beyond the 90 or the ones that they are committed to during this contract year 
we are taling about, you wouldn’t go out with another big program. 

Now, I don’t say that that is going to preclude you from going out for the pre- 
ceding vear. 

Mr. Leo. The succeeding year comes in the middle of the contract year as I 
pointed out and I said if we make this determination we must recognize that we 
will pass up the next graduating class which is the time the facilities theoreti- 
cally are supposed to be starting into action. I have no grief for it either way: 
I am quite prepared to do whatever the policy is. My own judgment is that 
we should not pass up the next graduating class and I think at the same time we 
should not make such a cut at the graduating class as we made last time which 
was done to meet a special urgent situation. I think we should maintain until 
we have our facilities assured at the level that somewhere in excess of 50 trainees 
for the simple reason of ordinary addition and pick-up of services you are 
bound to lose. 

General PARTRIDGE. Have I given you the policy guidance on trainees? I am 
anxious to see you have here the best trained people you can get together. The 
only way to get them is to train them as the facilities are brought on. Whatever 
volume of people that are appropriate. 

Mr. Leo. The only thing that I can suggest in view of the recasting of this, 
what's taken place here, I have Colonel Cooper’s colleague of many hours, Mr. 
Brandt in town, it would certainly be my thought that we ought to get the work- 
ing level people go on this problem in light of what’s been discussed here and 
conclude, I think most of the work has been done, and at least try to arrive at 
or come up with some reasonable estimate of what the proper figure is so that we 
will know what we are shooting at and what the problem is. If any additional 
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funds are required it would certainly be my judgment it is going to be some- 
where on the order, I can’t make a complete guess, but it certainly is my im- 
pression that it would be somewhere in view of the fact that we are presently 
at the $2.5 million figure without certain things added in and we are going to 

come somewhere in the vicinity of $3 million give or take. I don’t know which. 
~ General Roru. You haven't taken off the amount—it should be reduced be- 
cause of the lack of facilities to take over. See your 2.3 for personnel which 
was your original estimate was made on the basis of going from October 1 to 
October 1 of next year, but phasing of the personnel included in the 2.3 would 
be quite different now than it was when this figure was made. So this will be 
reduced; likewise all of the other object description items should be reduced 
somewhat. 

Mr. Leo. It has been my general feeling, General Roth, that this is what hap- 
pened, that is why I asked General Carroll particularly on this 1.5. It has been 
our general experience that—this is our experience thus far in the contract— 
that once we arrive at a salary figure, personnel total figure, that by the addition 
of 50 percent of that total salary figure the other overhead items are taken care 
of. That has been our observation. I think, Colonel Cooper, that was the ex- 
perience that you had down there and went over it. General overhead figure to 
take care of travel, transportation, communications, and that sort of thing. 

Colonel MArTIN. With a figure of 1.2 million for salary roll, I was unable to 
compute a million five of that was going to be for salaries. 

General CARROLL. In other words you would add 600,000 to take care of these 
administrative costs. 

Mr. Leo. That has been the general guide, and we followed that actually by 
reverse. We discovered as we came out with our past experience, that has been 
a reasonable guide. 

Colonel Martin. Colonel Robbins, I am in your business so you clobber me if 
Iam wrong. Without bothering to go through the Comptroller, if you went from 
6 million to 6.10, why would you have to go to the Comptroller? 

General Ror#. With your help there are some shifts that can be made between 
the 6.8 and 468 but doing so we would have to bring in one other command in 
order to get the shift made. Take it off of AMC or any other center to act as 
the shifting point. I don’t think you are going to get more than about $400,000 
or $500,000 out of that type of an operation. 

General PartripcGe. Would you and ARO, Inc., be content with the amount of 
money of $2.5 million? 

Mr. Leo. That would depend on the job that we were given. For example, at 
the present time we have 120 people including stenographers on our rolls plus 64 
trainees. We have not changed in strength since the middle of July. We would 
want, I think, to meet whatever responsibilities that were placed on us as fully 
and as competently as we could and in the light of the discussion here today on 
the desirability of having a contract to undertake certain things which I am cer- 
tain have not been included in that figure. I can’t look at that figure and 
know for sure. 

General PArtTripGe. I don’t believe that you can, but if we were to enter the 
year with a $2.5 million for you to operate on and a fee it would appear to me 
that that would be a reasonable basis on whieh to start and if more money is re- 
quired as the year goes on—stop me if I am wrong 

Colonel Martin, You are not wrong yet General. 

General PARTRInDGE. It seems to me that we are going to have to use this ex- 
pedience to get the facilities in operation as rapidly as possible and as far as I 
am concerned I am anxious for the ARO, Inc., to assist us to do things which 
we for lack of manpower cannot do for ourselves in getting the thing into 
operation. 

General Carrot. That is what we want, but it is a question of dollars. 

General Rorn. There is another point here General, we have to consider. The 
present contract requires that they perform a lot of services. If they run out 
of money in performing those services we run into difficulty in getting additional 
funds to perform those same services and have to either change the scope of the 
contract or modify the date of the contract. 

General Partringr. We discussed that coming down here. The scope is sup- 
posed to be flexible which can be twisted and bent and pushed about to include 
or exclude things. 

Colonel MARTIN, I think that the proper way to put that General Roth is this. 
We can in fact they are derelict\ in their duty if at any one period they come up 
with 75 percent of expenditure or within 30 days will exceed 75 percent expendi- 
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ture and don't notify us of the overrun then we go ahead and put the money up 
to cover the overrun ourselves, but if we want them to do something—a question 
of their additional fee is the darkest subject you see. Then it comes within the- 
scope change is the change such that it would require—overrun is one of those 
things. 

Mr. Leo. I can explain that. That has happened. 

Colonel Martin. An overrun along in June is a very difficult thing to handle: 
and in July it is still more difficult, but as you know, we have handled—we 
don't want to lead ourselves into this. I assume that we have gone over that. 
If there is a firm established figure which is more than $1.5 we should recognize: 
it now. We have overrun money for past years which is still available. 

General Parrringe. Going back to the fee just for the record this time and to 
make sure I understand the implications of it. It is my understanding that if 
we agree on a fixed sum of money and the fee for a year and we find that your 
expenditures are running over the originally estimated amount, we can give you 
additional money to carry on the facility and function, but we are not permitted 
under the terms of the original contract to increase your fee. 

Colonel Martin. On the other hand Generhl, if we ask them to take over a 
base they are not interested to take over, and put the money up for it we would 
put up the fee for it too. 

General SverprRup. We would like for you to take over everything including 
William Northern Field—an overrun of 300,000 in the estimated cost that is just 
one of those things. 

General CARROLL. I would suggest that we not try to include that in the present 
contract. 

General Sverprup. I assume, however, that if you want us to take over Willian» 
Northern Field that funds are already set up for that purpose. 

General PaRrRinGe. Did the working people arrive at a figure of $2.48? What 
other points remain to be negotiated, if that is the figure for which your people- 
and the ARO people came to? 

General CARROLL, I will say this, some of our working people agreed to it, but 
I didn’t necessarily agree to it. I looked them over on the basis of what I 
thought, they would do within that contract year, I think it was too much. I 
admit that it was—they had to count their pennies and nickels. 

General Parraipge. Let us examine the terms of the contract just for one 
moment and make sure again that I understand. I am exploring every ex- 
penditure that the ARO, Inc. makes is looked over by our people and if it is 
not a proper expenditure or if it is not necessary to the operation of the facility 
it is your privilege to say no. Is that right? 

General CaRRoLi. Yes; they have some contracts now that are, in the minds 
of the legal people, are probable not allowable. 

General ParrrinGe, It is to be expected that they will make certain expendi- 
tures which will be nonallowable and those are taken care of by the fee they get. 

Mr. Leo. I might say that in the contract that General Carroll is referring to 
there, there is not necessarily concurrence on the part of the contractor in that 
view, nor has there been on the part of the contraeting officer of the Government 
in agreement with that view. 

Colonel Martin. Mr. Leo, you can stop there if you wish, and General 
Partridge, I would like to correct the last statement you made. If the contract 
that they enter into is over $25,000 or 5 percent of the estimate, he submits to the 
contracting officer what they are going to do, he looks at it and, he will say | 
. K, it or I don’t, and from there on after the determination—now, it is true 
that after the things are done there is an outfit known as the GAO which does 
look at things and it is true that sometimes they are unpredictable as to what 
they will do. However, and I know that General Sverdrup and Mr. Leo will 
back me on this, that we made an exhaustive study years ago that the total 
amount of disallowances over a long period of CPFF contracts runs less than 1 
percent. I don’t like for you to say to take it out of the fee, they are not sup- 
posed to make mistakes and the second thing of it is that if it is a questionable 
item they are expected to have such close relations with the contracting officer 
that they go in and talk it over before they go out and commit themselves to a 
course of action that would lead them up—— 

Mr. Leo. The point that I am trying to make on this is that precisely that 
technique has been followed and the disagreements that are referred to here are 
on the part of disagreement in AEDC as to the validity of the decisions which 
were made by the AMC contracting officer and approved. That comes down to a 
question of interpretation of the functions of the corporation. 
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Mr. Moser. I think that there was one other thought that may have been in 
General Partridge’s mind as distinguished from disallowances as being illegal. 
There is also a certain percentage of nonreimbursable items that the contractor 
spends and that tomes out of his fee. There is nothing illegal about them, it is 
inevitable in an operation. 

Colonel Martin. You might advertise for help here locally and it might be of 
such a nature that we would say that it wasn’t to get help but to expand your 
own ego. 

General PArtrince. My understanding of the problem was correct, but my 
statement was rather poor. 

General SverpRuP. You submit a proposed contract to the contracting officer 
and get his approval on it. 

Mr. Leo. There has not been any question here of GAO, the point that I was 
trying to make it has been my impression, my feeling and I have stated that 
there has been an interpretation which has been restrictive on the contract as 
far as AEDC is concerned as compared with the determination which has been 
reached in the case of the contracting officer at AMC who is administering the 
present contract. As Judge Cooper will recall he has raised the red flag as he 
put it on several items that in his view he believed that they are not proper 
contracts in spite of the fact that they have thus far been approved by the 
contracting officer at AMC. 

General CAarroti, There has been considerable discussion about certain service 
or management contracts which ARO has entered into for consultant services 
on how to manage their own organization while they have been hired as a 
management and operation contractor. From a realistic standpoint of course 
they had: to start someplace. 

Mr. Leo. You are referring to Griffith Hagen and Associates. 

General Carroiy. Yes; and on the housing project that is one thing we are 
going. te keep going-some way or the other, because it is the only one that is 
working anywhere, but the question in that case was that they hired two other 
corporations to furnish services in connection with their housing program 
and—— 

Mr. Leo. Well, I am not informed on the law on those, I have taken the position 
as Il explained before and Judge Cooper has explained my peril to me, but it can 
be demonstrated to the satisfaction of the contracting officer by subcontracting 
without violation the limitations in dollars that we could obtain by subcontrac: 
required services more cheaply than we could do it by direct account. We are 
going to subcontract. While I may be in swampy grounds as far as the law is 
concerned, I am sure perhaps virtue will be its own reward. 

Colonel MArtin. As lawyers and accountants are advisers to the contracting 
officer, but he is a lonely figure because it is his sole responsibility when he says 
that it is or it isn’t, then he stands or falls before everybody else on that. He 
can disregard their request and he can put costs in that were thrown out. He 
ean disregard the opinion of the legal adviser. 

My. \loser. The only difficulty about that and the worry that I have is that 
regardless of the contracting officer's approval, the GAO finally decides that it is 
not a proper expenditure, he disallows it and he decides that you have to pay 
them back. I remember this case involving the Boeing Aircraft Co. and the 
subject of licenses wasn’t issued and it was operating under this type of contract 
(CPFF), it was necessary to buy licenses in the State of Washington for a number 
of vehicles. The amount finally ran to $5,000. The attorney general of the 
State of Washington ruled that despite the fact that they were Government- 
owned vehicles, licenses would have to be obtained. Judge Advocate General 
made the same ruling. The contracting officer made the same ruling, but 
when they got up to the GAO, he said “no soap”. 

Mr. Leo. I think that all of this has got to be complete partnership, a com- 
plete understanding of the problem. A particular contract which is an extraor- 
dinary one the contracting officer is like a policeman and is not a happy one and 
the same, I might say, is true of the contractor. I think, however, that the de- 
terminations and judgments have to be made on the basis of a job to be done 
insofar as it is possible to do that and bending as far as possible to get the 
job done. It cannot be hostility on an ad hoe basis to the determinations. 
That is the thing that disturbs me on the part of determinations. Because 
when you are face to face with a problem, there are many times when the con- 
tracting officer, in the life of this contract already, has made determinations on 
the basis of its being an unusual contract and on the basis that he felt he had 
adequate determinations, but I am quite certain that many times it was close 
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enough to the border so that it was difficult for him either way of a hostile inter- 
pretation or a removed interpretation, completely apart from the problem, The 
man would have been safer to perhaps to have said no. Under the terms of the 
administration of the contract will have to continue to some extent. I am not 
advocating the contracting officer or the Judge Advocate to go to jail nor am 
I applying for a billet there myself. I think that where the strength of the 
case as General Carroll has mentioned here, the strength of the case is such 
it is obviows that there is a greater economy to all concerned and greater effi- 
ciency by doing the subcontract. I am hopeful that there will continue to be a 
leaning to it and certain amount of ingenuity in reaching and supporting con- 
clusions. 

General Parrrince. It seems to me that we are at the crest of the matter at 
the moment that you think that $2.5 million is too much and they think that 
$1.5 million is too little. Where do we go from here? Will you concede that if 
they had $2.5 million they could go faster? 

General CarrRoLi_, They can do a lot of things. 

General Partridge, Will these things facilitate the opening and the running 
of the facilities once they are established? 

General CarRoLL, What I am afraid of, if they have $2.5 million they build up 
a great big organization and there won't be anything for them to do down here, in 
this contract year. 

General PARTRIDGE. I believe it is our privilege to tell them what they have 
to do and to see that they don’t have too many people to accomplish their mission. 

General CARROLL. We know, or we try to estimate on this information and the 
facts available as to what will be available to turn over to them. Now we have 
admitted that they need some people before that turn-over date in order to build 
up an organization that they can do it, but it seems to me that we will both be 
criticized by industry if we build up a great big organization, because if you 
will remember now we already put out about $800,000 this last year. We put 
out $2.5 million this next year, industry still has no use out of this organization 
and out of these facilities. I don’t want to in any way prevent them from having 
all the people that are needed to run each one of these things as fast as we can 
turn them over. 

Mr. Leo. What in the training program, General Frank, that you think we are 
overstaffed at the moment? 

General CARROLL. In the training program? None right at this moment. You 
have 121 people, something like that, I don’t think that is particularly a lot. 

General PARTRIDGE. It is obvious to me from the frowns of disapproval that I 
see across the table that the ARO, Inc., would be very unhappy with $1.5 million. 

General SverpruPp. No, I wouldn't say that. I will be very frank about that, I 
just don’t think that the ARO, Inc., from the facts that have been presented to 
the Board, that they would undertake it on that basis, because we definitely 
would feel that we could not render a service and we would just fall flat on our 
face and if you had to come back later and say, well, we would have to put up 
more money, because it is not felt that we should. Now, we have tried in every 
way to estimate this on a basis where we could operate it as cheaply as possible. 
There is no desire on the part of ARO to throw money away. Our estimate last 
time was $800,000 and we pushed down and pushed down to $600,000 and we had 
to come back and get it. 

Genera! Carro.Lu. To try to build up the training program which we all agreed 
was highly desirable. 

General Sverprup. Well, we had it in originally. 

General CarroLtL, You had 25 in the training program originally and in order 
to take advantage of the more senior students that were coming out this year, 
you all agreed including the Industry and Educational Board the thing to do 
was to get them while they were available. I agreed to it. 

Mr. Leo. There are two other points, General Frank. One is that I agree and 
I am wobbly on some of the details of the cost that is why I tried to keep it in 
general figures, general estimates of the problem. The question of the phasing of 
the facilities you will recall the latest estimate that was sent to us by teleype day 
before yesterday, the determinations that were reached at the July 12 meeting in 
Washington bearing on our budgetary planning, communicated to us in response 
to our request on September 4. It is extremely difficult with just those two facts 
alone to arrive at a firm and detailed cost. The problem (a) we do not know the 
delineation of the responsibilities which can be reached in detail; (b) we did 
not know the phases. I am not going to sit here and say that in detail I have 
been trying to keep those costs down. 























+ 
. 
13 


General CARROLL. I wouldn't try to say you need three men or four men. 
Mr. Leo. I am convinced that the $1.5 figure by looking up the answer in the 
back of the book. I am completely eonvinced of that. 

General PartrivGe. Could I get the ARO, Inc., to indicate the minimum figure 
which they figure they feel it necessary in order to carry out the contract that is 
precently written? 

General SveRDRUP. Yes, we can give you that. We would like to take a look ata 
number of items that we had. Now, I want to make one more reference to the 
$1.5 million and that is that we are not saying that we not enter into a contract 
for $1.5 million. What I say is, the contract as written, with responsibilities and 
functions as aid out we definitely know that it could not be done. We are certain 
of that. 

General PartTrinGe. Are you satisfied that the contract as now written will 
permit you to operate the facilities here and prepare for their future expansion, 
etc., provided the money is for more than $1.5 million? 

General SVERDRUP. Yes. 

General PARTRIDGE. Are you content that the terms of the contract are satis- 
factory. 

General CArroLL. I think they are broad enough so that this scope we talked 
about a while ago may vary a little from time to time. I think that any experi- 
mental organization within itself operate an experimental installation. There 
will be many things that will come up that nobody can predict at this time. 

General Sverprue. As you all know Frank, we are in a much worse situation 
at the present time than we were a little over a year ago when the contract 
was originally entered into. Your engineering market is much tighter, we are 
losing top personnel, principally to the aircraft industry who all of the sudden 
have become fat and happy, our top man in the ETF was hired away from us by 
the price he was getting from us, our No. 2 man was hired away with Curtiss- 
Wright. We are facing a very serious problem salarywise. This is industry we 
are competing with, and we were fortunate enough to obtain a man to take ETF, 
from Boeing, principally because he was intrigued with the terrific ETF— 
thought it would be a lot of fun handling it. Incidentally, he is a darn good 
man, and we discussed at some length whether he would be a prover man. As 
to the figure I would like to have a 5-minute recess. We could go over the 
final * * * and give you that answer. 

General Rorn. How much does it cost to run the field? 

Colonel Martin. How much would it cost to run it on a minimum basis on a 
civilian status? The base here, maintenance and operations. 

Col. W. C. Coorer. It runs about, around $1 million a year. 

General PAartrripce. How much do you pay the city—$1 a year? 

General CarroLtt. We rent the buildings from the owner. We get the field for 
a dollar a year. What do we pay Harton for all the buildings’? 

Col. W. C. Cooper. Around $16,000 to $20,000 a year for rent. 

Colonel MArtin: May I make the suggestion that we stick to the terms of the 
contract as now written for today’s discussion. Then we let ARO and Frank's 
folks study the means by which we can conserve military and civil service man- 
power and give to ARO main responsibility for functions within that money we 
can serap up. 

General Rorn. Well, I was looking for a compromise on the dollar figure he- 
tween 15 and 2.5 by reducing the 2.5 to some figure and then sticking in the field 
operation on top of it so it all came out as 2.5 if we could juggle that, so we didn’t 
come back with another contract just for the operation of the field, after you 
made your study. 

General ParTrivGe. Better stick to the contract as written. 

General Carron. I think we had better do that. We can cover any other ar- 
rangements with a supplement to the present contract. 

Colonel Rorstns. The only difficulty there would be on that, anyway. We are 
talking about the operation of the field. So far as we are concerned, we’re 
talking about the * * * operation appropriation * * * 

Colonel Martin. Well, even if you put the field in it, it would still by 9691 
this year. I don’t think there are any other 468 funds available for that pur- 
pose this year. 

General SveRDRUP. It should be very desirable * * * 

yeneral PARTRIDGE. Can we have a short recess? 

General SverpruP. Now, only two other items * * * housing any place 
today is a terrific problem. There is one statement I would like to correct. That 
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is the statement made that our architects, that ARO has obtained, have drawn 
individual plans for any housing. They have not. They have not drawn any 
plans for any private contractor. We have gone over them and checked, but we 
have not drawn any plans. I was amazed at that. They haven't rendered any 
service like that at all. 

General CARROLL. Maybe I didn’t make it clear. At least McGavock teid us the 
other day that the architects did not make plans for the housing but they did 
review them for materials, type of construction, ete. 

General SverpruP. That is right. 

General CARROLL. The other outfit—we understood that they did make sub- 
division lay-outs. 

General Sverprup. They undertook lay-outs. Let's be specific. 

General CARROLL. Well, when they applied them to particular pieces of ground 
they become pretty specific. 

Mr. Grant. I think they made suggestions but the subdivider actually made 
the plans. : 

Mr. Leo. I think the purpose of that, as I recall it, also was to avoid what 
had become a standard operating procedure which was to send your plans to 
FHA at least three times so that everybody, including the captain’s cat, had read 
it. They would go in and go through. 

General CaRrRoLL. There was no question but what, in my mind, they were 
furnishing good services. Now, as to whether the Government is authorized to 
pay for it, when they did it directly for the benetit of the individual contractor 
was the legal point, I believe, But it did benefit us indirectly, you and us both. 
I think we can work that out. 

Mr. Leo. I think that, if I may, I would like to go ahead on a general basis of 
what we feel to be the right figure in this in terms of the costs and Mr. Grant 
who is the chief accountant for ARO has the detail and is the one, who, with 
Colonel Cooper and others have worked out the so-called working level negotia- 
tions. If you will recall we submitted after the exclusions of all the spaghetti, 
such as the capital items, major equipment, etc., ARO -had submitted what 
amounted to, constructively, a budget of $3,483,402. Originally, as of June 21, 
on a unilateral basis, AEDC arrived at a figure which was—lI am sorry—August 
21—arrived at a figure of $2,318,458 with several items not Classified as contro- 
versial for lack of a better term. These figures in turn were to some extent 
notably a training program discussed with General Carroll by me a week ago 
Tuesday * * * a week ago last Tuesday. Now if we are to accept a promise 
that the right training program should be «luring the contract year upcoming, 
an average of 65, we are going to have to add to the existing figures $159,000 vir- 
tually $160,000—S$159,836. That figure would include the overhead in addition 
to salaries, travel, transportation, taxes, insurance, etc. It appears from dis- 
cussions that we have had that the right figure would be in the amount of 33.,- 
104,317 for the contract year, under the contract as written, 

Mr. Leo. $3,104,317 would be the precise figure as nearly as we can determine 
it. There has been a policy determination made for the purpose of this dis- 
cussion, set the figure at $3 million. The detailed breakdown in arriving at that, 
if you want any additional information, | would prefer to have Mr. Grant give 
you the details because he is familiar with both sets of figures. The nearest 
approach we can give as to what we believe to be the cost is on the order of $3 
million. 

General Sverprup. There is one item in there that * * * emergency pur- 
chase, that I would like to have you cover, Mr. Grant? 

Mr. Moser. Well, I believe they are provided for in the estimate, rather mod- 
est amounts for the purchase of emergeney equipment and supplies. Now, of 
course, if we should be instructed to buy a great many of those emergency pur- 
chases, you can see that that would eat into the money that is available for other 
purposes. That is why I think we should qualify our suggestion of using $3 
million by saying that ARO will not be requested to make emergency purchases 
in excess of the amount set up in the estimate, as Mr. Grant has it in his hand. 

Mr. Branpr. Yes. $121,000 for supplies and materials. Special equipment, 
$68,600, Printing and reproduction, $15,900. 

General Sverprup. That is an overhead item. 

Mr. GRANT. I wish to call your attention * * * there is one item, I believe, 
in the amount of $0,000 that is under purchase now which has come out of the 
$121,000, and so there are very few items which would exceed this amount. That 
in turn would reduce the amount of funds available for other purposes. 

General CARROLL, 01 is personnel; 02 is travel. 
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General PArTriIpGe. I would like to know the comparable figures here between 
the estimated cost figured by- Hq, AEDC and the new-estimate by ARO. 

General CARROLL. Well, those two figures are the same as we had before. 

General Sverprup. You will have to give it on two bases—one, that you have 
agreed upon which is $2 million 4 and the others which we have as additional 
items. 

Mr. BraNpr. The revised figures as of September 4, 1951, were as follows: 

Mr. Leo. Now, just a minute. Do you have a sheet there with these objects 
numbered that you can write—these will be additional to the items that appear 
on that page. 

Mr. BraNpr. I will give the figures that we have agreed upon and then those 
that we would add on to that: 

01 Personal services, $1,805,092; 02 Travel, $153,895; 03 Transportation, 
$80,805; 04 Communications services, $20,000; 05 Rent and utilities, $50,000; 
06 Printing and reproduction, $15,900; O07 Other contractural services, $65,425 ; 
O08 Supplies and materials, $121,000; 069 Equipment, $68,600; 12 Payroll taxes, in- 
surance, and pensions, $100,180; total $2,480,897. 

Mr, Leo. That represents the revised total as of September 4, 1951, up to and 
including our discussions with General Carroll a week ago last Tuesday. 

Mr. BraNpt. Now the items that we have added to that are as follows: Engi- 
neering director, $49,850. Then we have added the following contractual services 
for or with the following: Director of administration, $32,000; contractural 
services for central facilities, $16,700; finance division, $6,000; employees’ serv- 
ices, the housing, $14,400. 

General Sverprup. These two particular contracts we were just now discuss 
ing. 

Mr. Branpr. Contract with Missouri Airways, $14,304. 

Mr. Leo. That is the leased airplane. 

General PARTRIDGE. What was that figure? 

Mr. BraNnpr. $14,564. Contractural services for the director of engineering, 
$15,000 ; technical staff and service agencies, $7,000 ; PWT, $15,000; GDF, $19,800 - 
total for contractural services, $140,264. 

Colonel MARTIN. What are these contractural services? 

Mr. Branpr. They’re various types of subcontracts. We have then added the 
following items: Personnel department, technician and training officer, 511.760; 
personne! for finance division, $17,360; purchasing agent, $11,400; central facili- 
ties personnel, $123,845: travel expense, $91,105; commnnications service, $28,000. 
The total of these items is $283,470. Now the total of these three items that I 
have grouped was $473,584. We then added $1:,836 for the training program 
to bring it up to the 65. Adding that along with the $2,480,897 gives a total of 
$3,104,317. 

Mr. Leo. Now on the question of the subcontracts, we have been discussing 
here, the ones that are assessed against the facilities represent outside consult- 
ing panels and the review panel technique with which, General Carroll, I am 
sure you are familiar, on the specific facilities concerned. 

General VPARrRIpGE. This item for centra facilities, personnel for central facili- 
ties, $128,000; what is this central facilities? What is the terminology ? 

General CArRRoLL. That is railroads, streets, electrical distribution, pwmping 
station, water supply, steam, ete. 

General Sverprte. That is over and above what has been agreed upon and 
after it was agreed, you sent us a teletype to go back over it again. I would like 
to read you the items and show you how it Compares with our estimates. Have 
you got that letter from Ellison? We have received a TWX on that phase of it 
re extension of the dates. 

General CARROLL. Showing the difference between the contract data. 

General Sverprup. It involves Sitems * * * Reads TWX. If you're going 
to turn the buildings over you must have someone to be there. 

Mr. Leo. On the face of that, however, our estimate represents a cut on the 
order of approximately one-half million dollars from our original proposal. 

General CARROLL, Was your estimate of people for those based on full manning 
of each one of them’? 

General SverDRUP. No. 

Colonel MArtin. How many man-years did you come up with, General? 

Goneral SvErprup. Have you got any total manning there you plan to wind up 
with? 

Mr, Branpr. The total man-years presented was 555. 
Colonel Martin, As a result of this last study? (Portion unintelligible.) 
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Mr. Leo. The man-years were not written on a 12 million basis. 

Colonel Martin. That is what it came out. to, Steve. Look, here is this 12 
million. There is your figure. Here.is your figure right here. You come down 
here to man-years—557. Now what I want to know is how many man-years 
does this proposal in the light of your deliveries, etc., work out to? 

General SverDrup. That involves eight items: steam plant—dated March 1 
place the steam plant in operation. Air Force TWX * * * date of February 
15 to put the steam plant in operation. On a recent date the Air Force has re- 
quested the first shipment of coal as of February 15. It is still our opinion that 
the steam plant will be placed in operation about March 1. Cooling water 
system—our estimate for budget report was based on having the cooling water 
system in operation on a two-shift per day basis by June 1. The Air Force 
teletype shows a date of April 1 for completion of this system. Our plans were 
based on the requirement of a month for shakedown and operation during the 
month of May on a one shift per day basis, which we still believe is a good esti- 
mate. Sewage system—our estimate for budget purposes was based on placing 
this system in temporary operation on January 1, at which time the installations 
maintenance building should be ready for occupancy. Movement of ARO Per- 
sonnel. Air Force TT shows date of completion for sewage collection system 
December 15 and the sewage treatment plant February 15. These dates tie very 
¢losely with our plans for this system. Installations maintenance shop—our 
estimate of the buildup of central facilities personnel was based on this shop 
being turned over to ARO on or about January 1, 1952. Air Force teletype shows 
date of completion for this facility November 15, which appears to us to be highly 
optimistic. If it is achieved we will need additional time to build up our shop 
force a month or a month and a half sooner. Model Shop—Our estimate for 
personnel requirements based on the shop portion of this facility being turned 
over to ARO about-—at which time the installation of those machine tools re- 
quired to properly support and place in productive operation the ETF should 
begin. The Air Force teletype shows date of completion November 1, 1952 for 
this facility. This appears pessimistic in view of the fact that a contract for this 
facility requires completion of the entire portion through the instrumentation 
shop on June 8. This also appears pessimistic based on the amount of con- 
struction involved * * * could easily be completed in 10 months even though 
completion is delayed 2 or 3 months beyond the contract completion date. There 
appears to be no reason why the normal sequence of construction would not per- 
mit installation of machine tools in the heavy machine bay on July 1. If this 
is not possible, it is still our opinion that for the best interest of the Center we 
temporarily install machine tools needed during the summer to shorten the time 
required to place the ETF in productive operation in a temporary location and 
reset them later in the model shop, If this action is taken, it will probably 
entail a few people in addition to those set up in the budget now under discussion. 
Power Control Building—Our studies are based on the power control building 
being available during the early part of November 1951. Air Force teletype 
predicts completion October 15,1951. Planning was also based on placing the two 
electrical distribution systems in operation on April 1, 1952. Air Force tele- 
type confirms this. Automotive repair shop—our plan is based on the comple- 
tion of the automotive repair shop July 1, 1952. Air Force teletype shows com- 
pletion of this facility on March 15, 1952, which we believe is optimistic * * * 
would indicate an earlier buildup of automotive maintenance personnel result- 
ing in an inerease in central facilities budget of personnel. This early com- 
pletion of the automotive shop would not result in an increase in overall central 
facilities budget because it would eliminate the necessity for having maintenance 
and repair work done in local shops in Tullahoma. Access railroad—Air Force 
teletype indicates completion of the present contract December 15, 1951. How- 
ever, the usual * * * has under way for some time. Our estimate, based on 
comments obtained from Air Force reports, look toward taking over the opera- 
tion of the railroad by ARO during the month of October. That covers these 
various items in there which go right down the line on your completion date 
and shows the estimation made practically the same thing. If you are going to 
turn the buildings over, you got to have some one to be there. 

Colonel MARTIN. Well, that is pretty much the bone of contention between 
you and General Carroll. He says you're not going to man as fast as you think 
you are and you say you're going to man faster. There is no contention, is there, 
on the services anymore, these other items that you read off, you came to 
$2,488,000. You've added into that additional items which had not been nego- 
tiated between you and Colonel Cooper. So, basically the issue was to what 
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extent are you going to be manned personnelwise by the time you get through. 
Personnel figures is a considerable portion of this 24% and 3 million dollars. 
So it is a significant figure. 

General SveRpRUP. What is the total personnel you wind up with? Add them 
up. 

Mr. BRanpt. You mean dollars or number of people? 

General Sverprup. Bodies. 

Mr. Branpr. We'll have to go through those sheets again. 

Mr. Leo. We can roughly arrive at it. You have got a 2 million 3 figure in 
your * * * you can take your man-years 555 and your original of 2 million 3 
for salary costs alone, take your portion of that and you'll come to roughly 
your manning. 

Mr. Branpt. What we added was 6 * * *., 

General Sverprup. What I am after is this, General Carroll, starting with our 
present 121 plus these 64 trainees, builds up at the end of the year to 400. Why 
don’t you go through all of these various facilities and add the bodies up and 
see how many you have. Because in the central facilities here we seem to be 
in very close accord on our planning and your teletype. 

General CaRROLL. We were assuming on the central facilities and on the ETF, 
you must have the people available before they are accepted. These 556 people, 
you subtract 184 that you have now, that would leave you 372 man-years. If 
you assume that they were all on duty for 9 months of the year, that would be 
equivalent to nearly 500 people or at the end of the year you would have close 
to 700 people. Do you think you need 700 people? At the end of the year? 

General SvexpruP. I will personally find out how many we will have. Can you 
go through those, Mr. Brandt? 

Mr. Branpr. Yes; we can. 

General SVERDRUP, We'll see how many it will be at the end of the year then. 
Certainly we know that all these facilities will be turned over in that time 
according to your estimate * * * steam plant, sewage system, cooling 
water system, the shop building, fire control building, motor repair shop, access 
railroad, ete. all be turned over in that period. 

General CARROLL. We hope that every part of the central facilities will be 
turned over at the end of this contract year. Some of them are going to be 
pretty late. 

Mr. Leo. I am reluctant again to come to the solution of staying within the 
limitation of funds by delaying the development of the organization. 

General Roru. That is right, but anyone who goes on the payroll has to have 
the tools to operate or else you don’t get any work out of them. 

Mr. Leo. That is true. Our problem has been the reverse of that, though for 
the last 3 months we have had problems that we had not had before. 

General Rotu. We're in a bad position here in one respect in that we have no 
precedent upon which we can estimate the costs—just a guess out of a clear blue 
sky. 

Mr. Leo. The last time our estimate was made it was much closer than the Air 
Force estimate was. 

General RorH. There is quite a big chunk of dough here, $560,000 just in per- 
sonnel, 

Colonel MArtIN. That isn’t all that is involved. $1,823,000. These are man- 
years and their average salaries are thousands of dollars. 

General PARTRIDGE. | tell you what bothers me * * * when we get through 
with this year we still won't have everything running. We will have spent 
$4 million to operate something that isn’t running. 

Mr. Leo. $4 million through which funnel? 

General PARTRIDGE. Through ARO alone. Isn’t that right? 

General CARROLL. In other words, the aircraft industry will have done very 
little testing if any at the end of this contract year. And by that time, we will 
have spent that much money. 

Mr. Leo. The bulk of our activity is in planning, technical advice and functional 
adequacy work. 

( eneral SverpRUP. It takes quite a lot to take these facilities over. 

General PARTRIDGE, Is that an unreasonable sum? $4,000,000% 

General RorH. Do you know how much money was sunk into the long range 
proving ground before we fired a missile? I am not talking about operations. 
I am talking about the military personnel on duty down there for a year. 
General Parrringe, Yes, but there are about 2,000 down there now. 
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General Rot. Just from looking at it, I would say this thing is going to cost 
hefore we get through with just the facilities we had planned, somewhere in the 
nieghborhood of $300 million. Just what we're looking at, and if you spend 
$4 million getting the thing running that doesn’t impress me as being unrea- 
sonable. 

Colonel Rossins. If we had 2,000 people sitting down at Long Range Proving 
Ground for a year, that is what, $7 million? 

Colonel Martin. In salary alone. 

Colonel Rossrns. I don’t think it is too much. Perhaps some of the details 
might look a bit overexpensive like you people eoming in and running a central 
facilities and then I look at the $250,000 tagged jor travel. 

General RorH. That sort of slows me down. I think if a letter were prepared 
to the Industry and Educational Advisory Board outlining what you are doing 
before they start squawking, I don’t think you will ever hear anything about 
this. Tell them the problems that are involved in building the place up. I think 
you have to anticipate criticism, you ought to stop it before it ever gets started. 

Colonel Martin. What criticism is that, General? 

General Rotn. Spending $4 million before test No. 1 is run in the tunnel. 

Colonel Martin. Who is going to criticize you? 

General RotH. Why, industry. Pratt & Whitney, if you want to know a name. 

General Svrerprvup. You know industry right now is spending a lot of money 
of its own on test facilities. They're proud to have it and they are probably 
not going to test anything in here because they like to be independent. 

General Carro_i. They will eventually have to come here. 

General Ror. There are a lot of those facilities which they should have for 
development work which you wouldn't use. But when Pratt & Whitney, West- 
inghouse, and GE start talking about facilities for making tests which will be 
vccomplished at Tullahoma they’re going to change their minds about putting 
their own money, the big dollars that are required, into it. 

Fyeneral Sverprup. Of course, a survey will be made as to the use of these 
facilities. ETF alone has about a 3-year backlog. 

Colonel Ropstns. Are you working on the man-years, I mean the men. 

Mr. Branpt. Just the total. 

Mr. Leo. I am aware of the implications and the size of the problems involved 
but at the same time I am painfully aware of our present situation in terms of 
strength to do the job. It is not adequate to the job we have today. This is out 
of the ordinary in terms of any contract of this sort with the Government and 
apart from the normal contract. It does require personnel. It does require 
considerable servicing. 

General Rorn. What is your per diem allowance for individuals engaged in 
travel? 

Mr. Leo. $10. 

Colonel MArtTIN. That is very reasonable. 

General SvERDRUP. We were offered $14 and turned it down. 

Mr. Branpr. Including the trainees, the 65 we added in there, at the end of the 
year we would have 700. One hundred and eighty-four I believe we have now, 
that would be a difference of 516. 

General SverpruP. How will those be distributed? 

Mr. Branpr. You mean by the various facilities? 

General SveRpRUP. Yes. 

Mr. BraNnpT. Two corporate officials ; eleven, director of administration ; seven- 
teen, personnel division ; forty-five, finance division ; forty-six, materials division ; 
fourteen, security division: two hundred and twenty-eight, central facilities; 
nine, director of engineering ; thirty-two, technical services division ; one hundred 
and sixty-two, ETF, fifty-six, GDF: forty-nine, PWT; training, sixty-five. 

General PARTRIDGE. What will be the status of the three facilities at the end 
of the year? 

General CArroiti.. The ETF should be ready for operation. 

Colonel MARTIN. That is 56 people, is that right? 

General Sverprup. That is 126. 

General Carrotnt. The GDF, I don’t think there will be anything ready to 
operate this contract year or the next. 

General PARTRIDGE. What are these 56 people for? 

General Sverprup. To review, go over the plans, and some of them will be out 
inspecting the equipment as it is being built. 

Mr. Leo. I would suggest that on those questions, John Wild who is engineer 
in charge would be a good man to have. 
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General Carro_i. Aren't the S. and P. people supposed to be out inspecting 
those things as they are constructed? Or is it more of an education for the 
operating people? 

General SvERpRUP. Well, it is both. For instance they had a crew up at Allis- 
Chalmers, all ARO people, who are making the compressors for the GDF. 
Those people will actually move with that, right on to the job. 

Colonel Martin. As I remember your initial contract, General, you were to 
check on the evaluation work and follow through on production. Now, your 
point is that you will switch those people from S. and P. to ARO. 

General SverpRuP. Some of them already have been switched over, and some 
will come later. 

Colonel Martin. If they don’t have to switch until later, let's don’t switch 
them until later. We're enfringing on your management’s perogative there a 
little bit, but we're doing it in the interest of trying to keep down this city 
a little bit. 

General Sverprup. The fact is, we need them a lot more in S. and P. than 
they do in ARO. 

General CARROLL, That was one reason I cut down our original estimate of 396. 
I thought some of these people in here would probably do more good in advancing 
the design work so that we can get * * * if they were in the S. and P. 
organization who were charged with the design and preparation of procure- 
ment specifications. 

Mr. Leo. General Partridge, this is John Wild. The question was asked John 
on what use is going to be made of some of the bodies in the various facilities. 

General SveRpRUP. The GDF and PWT 

Mr. Leo. What was the figure? 

Mr. Branpr. GDF-56: PWT—49. 

Mr. Leo. Looking toward the end of the contract year—— 

Mr. WiLp. In both cases, we have to do a great deal of work that we ure al- 
ready doing, and of course, are staffed for at the present time. with the excep- 
tion that a great deal of the engineering work on these two facilities, both as 
regard to the design and construction, will be at its peak during the next con- 
tract year. The number of drawings to be reviewed and coordinated with the 
architect-engineers, specifications to be reviewed, ete., are coming through in 
increasing numbers and by the same token, we are also faced with an increasing 
burden of reviewing the design drawings of the various contractors, who are not 
under contract for operational adequacy. In both of these facilities we expect to 
have pilot facilities in operation in this contract period. The GDF expects to 
have a 12- by 12-inch hypersonic tunnel installed and ready for calibration 
around or during June 1952. This will require a fairly substantial staff of 
people to carry out the operation of this facility and will represent for the GDF 
the first semblance of an operation in Tullahoma. Similarly, the PWT expects 
to have by July 1952 a pilot tunnel approximately 1 by 1 foot in the cross-sec- 
tional area of the transonic circuit and that pilot tunnel will be used to train our 
people in the techniques of testing under these rather unusual conditions that are 
met in the transonie operating range and to determine for our own design pur- 
poses the type and nature of test sections, types of and sizes of models that can 
be tested, the problems involving the scavenging, etc., that will be used almost 
directly in the design, or possibly modifications, of the facility. 

Both of these operations will be continuing operations along with the operation 
of the big facilities. At the same time, these facilities are expected to be in their 
shake-down and calibration stages sometime during the calendar year 1953 which 
means that a great deal of the construction and installation of equipment will 
be accomplished in 1952. A certain percentage of the people will be assigned to 
manufacturers, will be assigned here in Tullahoma to observe, witness such 
things as shake-down, acceptance programs for all this equipment that is coming 
in and at the same time be trained in the operation of this rather complicated 
machinery. So a fairly substantial portion of our staffs on both the GDF and 
PWT will be assigned to doing work of that nature so that when the big facilities 
are ready for operation we will have competent people available to us that are 
thoroughly familiar with the actual hardware as it is obtained. Finally, I think, 
last but not least, the reason for building the staffs up to this point is anticipation 
of the shake-down and calibration and operation in which (a) we have to make 
many preparations in terms of working out programs, designing, procuring, 
instrumentation, for those programs and for the operational phase we will have 
to build our staffs up to approximately twice the number of people that we have 
there. So, with the scarcity of engineers today and particularly in this field, 
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operation and testing, research and development work, we are faced with very 
serious recruiting problem. If we push our staff build-up into a very short 
period before the facilities go into operation and in fact, it is my belief with the 
present labor market in this field, that it will be practically impossible to obtain 
a satisfactory operating staff in a build-up period that is any shorter than the 
build-up that we are using. In other words, we cannot see, at the present time, 
that there will be enough experienced and capable people available to operate 
these facilities if we have to go out and obtain them in a 2, 3, or 4 months’ period. 
I think anything short of the planned build-up that we have will result in both 
undermanning and manning with incompetent people. I think it is to our advan- 
tage and the Air Force advantage not to let a thing like that happen. 

General Partripcr. O. K., thank you. Frank, that does not seem like too many 
people tome. It isa big installation. * * * 700 people at the end of the year. 
I can think back to the time when we ran a small post, just to provide the base 
complement for a large post takes. 

General SvERDRUP. One thing that is particularly true is that you cannot just 
say we want you by the Ist of May; we want you by the 1st of June. * * 
Look at S. and P. They have had to use a terrible advertising campaign in 
building up that organization. 

Colonel MArTINn. If we accept that premise as being correct, that throws a lot 
of the weight off * * * when the facilities will be ready. Don't you think 
so, General, if we accept their recruiting difficulties as a premise then that takes 
a lot of the merit away from the fact that the facilities themselves might not 
meet the deadline. In other words, We might be carrying these guys 5 or 6 months 
in a no-work condition just to make them available. 

Mr. Leo. It will not be a no-work condition, actually. Thatis one thing. * * * 
It is a cost benefit that you cannot reflect. We discussed it before. That is the 
business of utilizing some of these people where their services are not only of 
benefit to us in terms of the training they're getting but actually of benefit to 
the Air Force. A specific example of course is the Wright-Field situation. That, 
however, doesn’t ease the burden on this particular contract. 

Colonel Martin. How do you stand on that other contract, General? In other 
words is there a way to cover them up in that and get your use out of them and 
put them gainfully employed in the type of work that you have had in the other 
contract, and then switch them over. 

Mr. Leo. You're not talking Chinese at this point? 

Colonel MARTIN. I am not. I am talking of the people that Wild was talking 
about. In other words, you want a darn good ultrasonic Allan Puckett type 
wind tunnel guy. O. K., you get him and he sits down and does all the evalua- 
tion work involved in your early contract. 

General SverDRUP. We need some of that now. There is a limitation. ARO 
needs their personnel now. 

Mr. WiLp. I might point out too that in many cases, these people that we're 
talking about are different breeds of cats. A great deal of the type of people 
needed in the design organization are mechanical draftsmen, structural people, 
mechanical people, electrical people, and in the operational phase we will only 
need a relatively small number of those people for operation and maintenance. 
The type of people we need and need badly are the project people familiar with 
the aerodynamics and thermodynamics of wind-tunnel operation. There is only 
a cetrain limit to which people can be absorbed in that category. 

Mr. Leo. I am exploring all sorts of possibilities. There is another item; | 
assume that it is in the present contract, it has been in previous drafts and was 
in the existing contract, and that is the provisions of the assignment of military 
personnel on a mutually agreeable basis to the contractor. That is a highly 
selective process and if it is done in any volume I think it only fair that it 
should be taken into consideration because our experience with it thus far has 
been * * * we have had some ideal people, but I believe at present there 
is a program for withdrawing the, isn’t there General Carroll? I haven’t heard 
that formally. 

General CarroL_u. We have been discussing it. We wanted that provision in the 
contract, looking more to the future when to my thinking that we might have 
some officers or maybe some Civilians. 

Mr. Leo. Do you propose to withdraw all personnel presently assigned? 

General CARROLL. We haven't decided on that yet. There are a few cases down 
there that we may have to on account of their leave, etc. 

Mr. Leo. I am referring to military personnel. 
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General CarroLt, You only have two military personnel, Taylor and Marshner. 

Mr. Leo. If you will recall, we did discuss your requirement for Colonel 
Dodge., who was assigned there. It has been my understanding that there is 
some reorganization contemplated here now. 

General CARROLL. We are going to set up our project offices in sections on each 
of the three main facilities. We will leave Marshner there. 

Mr. Leo. Are you moving Taylor? 

General CARROLL. We're thinking about it. 

General RorH. As I said before, all of these things are just plain estimates, 
There is no basis for actual figuring. I think two of them were high, three 
of them were high, actually, travel, supplies, and materials and equipment. 
We can go on here and discuss this and I suppose we can come up with all 
kinds of arguments, both pro and con. 

Mr. Leo. | would just like to ask you one thing, General, if we could ascertain 
for our mutual information, how much of the travel cost is assessed against the 
trainee program, as compared with the balance, because I have a feeling that is. 

Colonel Marin. Is it your intention to, every time you hire one of these 700 
guys from Boeing to pay his travel expenses and for shipment of his household 
goods here from Seattle? 

Mr. Leo, The general run of employment from Boeing, I regret to say, is 
limited to one. In general, we have worked out a policy * * * IT am not 
talking about trainees at the moment. 

General Roru. You are paying the travel costs of trainees when they go to 
Pratt & Whitney, Westinghouse, and so forth? 

Mr, Leo. That is correct when going to duty station. On others, the move- 
ment of household goods, the movement of the employee and his family is paid 
by us. 

General RotH. For the original move? 

Mr. Leo. Yes, 

General Sverprep. . You have to bear in mind, that this year we will have a par- 
ticularly heavy one because large numbers of people will be moving from St. 
Louis down here to Tullahoma. 

General ParTrinGeE. I have the same feeling that you do. We could sit here 
and talk about this until next week, but as far as I am concerned, ARO made 
an offer of $3 million to run this facility for a year. No one has presented any 
good arguments as to why. they should not get $3 million * * * start off 
with $3 million at least, and unless somebody does produce something pretty 
soon, I am in favor of saying let’s start off on that basis. 

General SveERpRUP. The estimate we have worked out here shows $3 million one. 

General RorH. Well, I was about to come up with a suggestion. I just have a 
feeling that $3 million is more than they are going to use. Looking at the 
ehart over here we have $1% million (there are some overruns that will take in 
$300,000 of that) that we can spend, I was going to suggest that we run it up 
to $21% million and soak up the training program in the $24%. If we have an 
overrun along in April, May, June, July—we ought to have 6 months of operation 
to see. what the curve looks like under the terms of the present operational con- 
tract and then have a meeting to review the thing. If we have to reprogram 
we can reprogram early at that time and have some plan for next year without 
having the turmoil involved in the middle of the year, rather than wait until 
the last minute. 

General SverpruP. In other words, you want $24. 

General Roru. That is a mutually agreed figure. 

Mr, Leo, That is a mutually agreed figure with a great deal left undetermined. 

General SverpruP. That $214 million does not include anything for the opera- 
tion of the airplane which has been agreed to already. It does not include 
the two consultants, the architectural consultant and the planning consultant. 
Those are not included in it. It was agreed that we should have them. It 
does, not provide for any of the contractual services we discussed here. It does 
not include the training program—none of the functions. We have a lot of work 
that has to be done. 

General CarroLL. We have doubled the central facilities people since we talked 
about it last. Here is the figure they more or less agreed on the other day—127. 

General SverpRuP. We never agreed on that at all. What we did was to set 
up items that were not controversial and then we set down the ones that were 
controversial and the ones that were deleted. That controversial item, sir, is 
your housing, your $14,000—4 and the training program called up from zero to 
159 and on the other determination not to miss the graduating classes. 
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Mr. Leo. I would just like to say another thing on what I think is wrong with 
this picture as you drew it. In the first place, to absorb the training program 
out of the $214 million constructively takes you down to a figure which is as 
nearly as I can discover was arrived at, as I said before, by the answer in the 
back of the book. In other words, you were shooting at that figure. Now, ae- 
tually, our experience in terms of overrun, and I am sure it won't happen 
again, but our experience thus far has not been a happy one because the 
ability to, after filing notice, accomplish a thin: actvally is this. We filed notice 
sometime in June and we received notification yesterday that a major portion, 
$114,000 out of $130,000 was being added as of yesterday. I am reluctant at 
the outset to embark on a program with the amount of absorption proposed here 
with the * * * represents any semblance of reality and the limitation that 
is put on our growth and our function at that time I think serves to the disad- 
vantage of the Government. Tf know it has this time. Our personnel curve 
hasn't altered since the 15th of July. 

General RorH. I think—— 

Mr. Leo. As I have listened to General Carroll's presentation of the $114 sail- 
lion I didn’t gather that he was fighting fer it on the basis of validity. He was 
arguing for it on the principal basis that that was the limitation with which we 
would operate. é; 

GeneralCarro._i. As I have said, I don’t think it would be—you can’t travel 
so much; you can’t do this and that so much. 

Mr. Leo. I would say that most of our travel is superimposed and not done 
because of a desire to see the country. 

Mr. WILD. It is amazing how the travel mounts up when you consider that a 
trip to Tullahoma just for one man costs approximately $75 to $80. 

xyeneral CARROLL. It shouldn’t with that airplane. When you come down here 
and bring two or three fellows in that airplane, do you charge against the con- 
tract the commercial fare for each one of them? If you do, I think you are 
making money on it. 

General Sverprvp. We charge nothing. 

Mr. Leo. And I might say that our cousins from Sverdrup & Parcel, the cour- 
tesy of housing, food, and in many instances travel in the debatable airplane rep- 
resents no cost whatever against this company. 

General SverpDrvuP. I want you to know that 8. & P. through the kindness of 
their heart-—— 

General CarroL,. You can charge it to S. & P. then. 

General Sverprve. Sure can. 

General CarroLy. I don’t expect you to walk down here. 

Mr. Leo. I am hopeful that administrative travel will reduce. 

General Rorn. I think we’re spending too much time here on the travel any- 
way. That is only a very small portion of it. The big chunk is the number of 
people, you’re going to have to operate and maintain the facilities during the 
next year. There’s where the big dough it. How many people do you need to 
operate? 

General Parrrmce. At the end of the year, how many should you have? 

General CARnoLtt. Well, figured 430-0dd at the end of the year because there 
is not going to be much to operate before the end of this contract year. Soom 
after that, though, there will be. That is why we were backing up here on these 
dates so they could start to build up. 

General Parrrincrk. They have two or three hundred in preparation for these 
new facilities. 

Mr. Leo. You can’t pick them up starting October 1. If you're going to hire 
a group of people, you will have to hire them when they are available. 

Colonel Martin. Colonel, can I make an offer? I thought you ought to con- 
sider this. I think you should consider the $3 million contract and a $90,000 
fee as our top offere on this thing. It behooves you then to do the best job that 
you can to keep the expenditures down and at the same time if you do overrun 
you got the problem of coming back for more money. We're deducting some- 
thing there because you have a lot of subcontracted services. Runs in the neigh- 
borhood of $3,000 to $5,000. Actually what we are talking about is the difference 
between what you get as a fee for doing the job on that basis and what you would 
get on the basis of what General Roth has offered you. I think we can go on and 
on and I am sure that we could beat you down to probably a darn sight lower 
than $3 million and I don’t think you would be particularly happy and you might 
find out after you got into the thing that you were overrunning. Then you would 
be sore about the whole deal and might not do as good a job. 
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Mr. Leo. I wouldn't ignore—— 
Colonel Martin. You have been burned once. Now the thing that—how 
much affect is this going to have on any future negotiations you might be 
invited to attend. Well, you have been around a long time and I think that we 
look at it probably with a pretty jaundiced eye. If you were to overrun a $3 
million figure, we might whistle. 

General RorH. On the other hand, you can do the job during the year with $2 
million or $24 milllion 

Colonel MArTIN. That is correct. 

Mr. Leo. I am prepared from an administrative point of view to operate this 
with the same frugality whith has been invoked by circumstance in the past. 
I am unprepared, however, to try to intimate that I believe it could be operated 
without overrun on $24 million. 

Colonel Martin. You haven’t convinced me and I am sure you haven't con- 
vinced General Carroll on that point becaue I think a lot depends on Wild’s 
point which is when you do go out and get these good guys and how many good 
guys are you getting. Now all these fellows you're getting aren’t going to be the 
Allan Puckett sort. A lot of them will be just school boys right out of MIT 
with their smocks on—I think there is some merit in his point of view and I also 
think there is some merit in General Carroll’s point of view. Since it is an 
area that I don’t see how we can resolve it up to this point, I think we ought to 
just sign off on the deal and see what happens. 

Mr. Leo. On what deal? 

Colonel Martin. On the deal that-I just made you if it is agreeable with every- 
one else here. 

General PArrRiIpGe. $3 million and a $90,000 fee. That’s 3 percent on $3 
million. 

General SvERpRUP. We started off with this one to make it lower than anything 
there was. The model we took was Daingerfield. Since that time that has been 
raised from 4% to 7 percent. One other thing is setting a precedent that I 
don’t like. Our present contract included power and everything else. We still 
would rather that you do that. As I understand it under the TVA set-up with 
the State of Tennessee in lieu of taxes they give them 5 percent of the gross bill. 
That does not apply to the Federal Government. So if ARO were to enter into a 
contract with TVA it would cost you 5 percent-extra. No one wants to do that. 
All the way through we have recognized the principles that we should do it the 
cheapest way. At the same time ARO would have to do all the scheduling of 
this power, everything except write the check. That we discussed before. I 
don't think it is fair to go and say, well we have allowed you the 3% percent 
figure which is lower than any contract we have entered into, similar Navy con- 
tracts, Atomic Energy Commission operational contracts—and then take the 
power away as well which is going to be a major item as time goes on. 

General Parrripae. For this particular year. This is the first year and the 
test facilities will be running a very brief time during the year. 

General Sverprup. It is only a matter of about $200,000 for the power. Ad- 
mittedly a small part of this year, but you are setting a precedent. 

General Rorn. How does that set a precedent? Actually in the terms of the 
contract you can hire such people as are required to operate the tunnel. The 
fact that you get power free will have no bearing on the number of people re- 
quired to operate the tunnel which includes scheduling the power. 

General SverDRUP. Yes; but what you're doing is this: You will be eventually 
getting into a pure labor contract. You will never find anyone willing to go 
to a pure labor contract on a 2-percent basis. By the time you get your non- 
reimbursibles out of there, you had just as well stayed at home. We are oper- 
ating on a pure labor contract with S. and P. on this same design with a far 
larger amount than this on a 7-percent basis. We have considerable work in 
our shops in addition to that. Our net return for that particular job is way 
lower than anything else we have, and to take this away and say you won't buy 
the power, you won't buy this and that, we're back to a labor contract. 

Colonel MARTIN. What we're essentially saying to you, General, is a pretty 
well accepted thing in your contract. It says that where you subcontract, we 
usually take that into consideration in setting the fee. Your argument is that 
the level of difficulty has not been removed and there isn’t any discretion in- 
volved. I did not have reference to the TVA end of the business but to some of 
these other things that you are subcontracting. Actually, you know that to a 
large measure fees are determined pretty generally by the level of difficulty of 
the job and the amount of risk involved. Now you know, for example, that your 
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Mr. Leo. I would just like to say another thing on what I think is wrong with 
this picture as you drew it. In the first place, to absorb the training program 
out of the $2'% million constructively takes you down to a figure which is as 
nearly as I can discover was arrived at, as I said before, by the answer in the 
back of the book. In other words, you were shooting at that figure. Now, ac- 
tually, our experience in terms of overrun, and I am sure it won't happen 
again, but our experience thus far has not been a happy one because the 
ability to, after filing notice, accomplish a thin’: actvally is this. We filed notice 
sometime in June and we received notification yesterday that a major portion, 
$114,000 out of $130,000 was being added as of yesterday. I am reluctant at 
the outset to embark on a program with the amount of absorption proposed here 
with the * * * represents any semblance of reality and the limitation that 
is put on our growth and our function at that time I think serves to the disad- 
vantage of the Government. IT know it has this time. Our personnel curve 
hasn't altered since the 15th of July. 

General RorH. I think—— 

Mr. Leo. As I have listened to General Carroll's presentation of the $114 snil- 
lion I didn’t gather that he was fighting fer it on the basis of validity. He was 
arguing for it on the principal basis that that was the limitation with which we 
would operate. . 

GeneralCarro._t. As IT have said, I don’t think it would be—you can’t travel 
so much; you can’t do this and that so much. 

Mr. Leo. I would say that most of our travel is superimposed and not done 
because of a desire to see the country. 

Mr. WILD. It is amazing how the travel mounts up when you consider that a 
trip to Tullahoma just for one man costs approximately $75 to $80. 

General Carrot. It shouldn't with that airplane. When you come down here 
and bring two or three fellows in that airplane, do you charge against the con- 
tract the commercial fare for each one of them? If you do, I think you are 
making money on it. 

General Sverprrp. We charge nothing. 

Mr. Leo. And I might say that our cousins from Sverdrup & Parcel, the cour- 
tesy of housing, food, and in many instances travel in the debatable airplane rep- 
resents no cost whatever against this company. 

General SverDrup. I want you to know that S. & P. through the kindness of 
their heart-——— 

yeneral CARROLL, You can charge it to S. & P. then. 

General Sverprvue. Sure can. 

General CarroLu. I don’t expect you to walk down here. 

Mr. Leo. I am hopeful that administrative travel will reduce. 

General Rorn. I think we're spending too much time here on the travel any- 
way. That is only a very small portion of it. The big chunk is the number of 
people, you're going to have to operate and maintain the facilities during the 
next year. There’s where the big dough it. How many people do you need to 
operate? 

General PartripGr. At the end of the year, how many should you have? 

General CArnoLtt. Well, figured 480-odd at the end of the year hecause there 
is not going to be much to operate before the end of this contract year. Soom 
after that, though, there will be. That is why we were backing up here on these 
dates so they could start to build up. 

General Parrrincr. They have two or three hundred in preparation for these 
new facilities. 

Mr. Leo. You can’t pick them up starting October 1. If you're going to hire 
a group of people, you will have to hire them when they are available. 

Colonel Martin. Colonel, can I make an offer? I thought you ought to con- 
sider this. I think you should consider the $3 million contract and a $90,000 
fee as our top offere on this thing. It behooves you then to do the best job that 
you can to keep the expenditures down and at the same time if you do overrun 
you got the problem of coming back for more money. We're deducting some- 
thing there because you have a lot of subcontracted services. Runs in the neigh- 
borhood of $3,000 to $5,000. Actually what we are talking about is the difference 
between what you get as a fee for doing the job on that basis and what you would 
get on the basis of what General Roth has offered you. I think we can go on and 
on and I am sure that we could beat you down to probably a darn sight lower 
than $3 million and I don’t think you would be particularly happy and you might 
find out after you got into the thing that you were overrunning. Then you would 
be sore about the whole deal and might not do as good a job. 
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Mr. Leo. I wouldn't ignore—— 
Colonel Martin. You have been burned once. Now the thing that—how 
much affect is this going to have on any future negotiations you might be 
invited to attend. Well, you have been around a long time and I think that we 
look at it probably with a pretty jaundiced eye. If you were to overrun a $3 
million figure, we might whistle. 

General RorH. On the other hand, you can do the job during the year with $2 
million or $24% milllion 

Colonel Martin. That is correct. 

Mr. LEo. I am prepared from an administrative point-of view to operate this 
with the same frugality whith has been invoked by circumstance in the past. 
I am unprepared, however, to try to intimate that I believe it could be operated 
without overrun on $2% million. 

Colonel Martin. You haven’t convinced me and I am sure you haven't con- 
vinced General Carroll on that point becaue I think a lot depends on Wild’s 
point which is when you do go out and get these good guys and how many good 
guys are you getting. Now all these fellows you're getting aren’t going to be the 
Allan Puckett sort. <A lot of them will be just school boys right out of MIT 
with their smocks on—I think there is some merit in his point of view and I also 
think there is some merit in General Carroll’s point of view. Since it is an 
area that I don’t see how we can resolve it up to this point, I think we ought to 
just sign off on the deal and see what happens. 

Mr. Leo. On what deal? 

Colonel Martin. On the deal that-} just made you if it is agreeable with every- 
one else here. 

General PARTRIDGE. $3 million and a $90,000 fee. That’s 3 percent on $38 
million. 

General SverpRuP. We started off with this one to make it lower than anything 
there was. The model we took was Daingerfield. Since that time that has been 
raised from 4% to 7 percent. One other thing is setting a precedent that I 
don’t like. Our present contract included power and everything else. We still 
would rather that you do that. As I understand it under the TVA set-up with 
the State of Tennessee in lieu of taxes they give them 5 percent of the gross bill. 
That does not apply to the Federal Government. So if ARO were to enter into a 
contract with TVA it would cost you 5 percent-extra. No one wants to do that. 
All the way through we have recognized the principles that we should do it the 
cheapest way. At the same time ARO would have to do all the scheduling of 
this power, everything except write the check. That we discussed before. I 
don't think it is fair to go and say, well we have allowed you the 3% percent 
figure which is lower than any contract we have entered into, similar Navy con- 
tracts, Atomic Energy Commission operational contracts—and then take the 
power away as well which is going to be a major item as time goes on. 

General ParrripGe. For this particular year. This is the first year and the 
test facilities will be running a very brief time during the year. 

General Sverprup. It is only a matter of about $200,000 for the power, Ad- 
mittedly a small part of this year, but you are setting a precedent. 

General Rot. How does that set a precedent? Actually in the terms of the 
contract you can hire such people as are required to operate the tunnel. The 
fact that you get power free will have no bearing on the number of people re- 
quired to operate the tunnel which includes scheduling the power. 

General SvervRUP. Yes; but what you're doing is this: You will be eventually 
getting into a pure labor contract. You will never find anyone willing to go 
to a pure labor contract on a 2-percent basis. By the time you get your non- 
reimbursibles out of there, you had just as well stayed at home. We are oper- 
ating on a pure labor contract with S. and P. on this same design with a far 
larger amount than this on a 7-percent basis. We have considerable work in 
our shops in addition to that. Our net return for that particular job is way 
lower than anything else we have, and to take this away and say you won't buy 
the power, you won't buy this and that, we're back to a labor contract. 

Colonel MARTIN. What we're essentially saying to you, General, is a pretty 
well accepted thing in your contract. It says that where you subcontract, we 
usually take that into consideration in setting the fee. Your argument is that 
the level of difficulty has not been removed and there isn’t any discretion in- 
volved. I did not have reference to the TVA end of the business but to some of 
these other things that you are subcontracting. Actually, you know that to a 
large measure fees are determined pretty generally by the level of difficulty of 
the job and the amount of risk involved. Now you know, for example, that your 
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construction guys working for the Corps of Engineers for 3 or 344 percent, up 
north. 

General SVeERpRUP. Yes; but that includes materials. 

Colonel Martin. Well, I was thinking of a $33 million contract that I heard 
negotiated in the North Atlantic district for 2.8,. you see. The argument 
being that Hamilton was getting—well, I know how these things go. It is up 
to you to make the most of it. Now how do you make money on that? Well, 
you say it was 3% and now it is 3. It could be 6, you see, you really got lucky. 
It could also be 1 if you got unlucky. 

General Sverprup. Let me put it this way. Will you recognize the principle 
that power is part of the cost. I want to say that so far as this year is concerned, 
I don’t care one way or another. It is a small item, but it will grow and grow. 
We are going to have to service that. We are going to schedule that power. We 
are going to read the meters and do everything. Then we hand it to you and you 
write a check for it. 

Colonel Martin. Is that a correct statement of what they are going to do, 
General Carroll? Are they going to schedule the power? 

yeneral CaRconi.. Yes. I think it will be absolutely necessary. They will be 
working with the contractor setting up the tests. They will know when they 
want so many kilowatts of energy in the PWT so they. will deal directly with 
the TVA people. There would be no sense in them going through us and then we 
co to TVA, because that is day-to-day work. 

Colonel Martin. Then what does our job evolve to a general 1-year contract 
with TVA and monthly vouchers on the amount of power used? 

Colonel Cooper. Yes; the Government will have to purchase the power, at a 
savings, purchase the required power from another Government agency. That 
sets over inte another legal question. 

Colonel Martin. Yes; I understand all of that. What I am trying to find 
out is the level of difficulty involved in General Svedrup’s organization, whether 
that level of difficulty is great enough to warrant the consideration of a reward 
to them in the form of a fee or whether it is so simple and our job is more 
difficult. Are we taking something away from them or are we leaving the job 
there but taking away this 

Colonel Coorrer. If you asked for my opinion. No, we're not. We are not 
taking anything away from them because we haven't been able to give them that. 
It is a matter of law. You can't let them purchase the power and pay them a fee 
on it. That is regardless of the 5-percent tax item. You have the question of 
public policy involved which prohibits one Government agency going through a 
broker and purchasing from another Government agency a commodity. Now 
you just can’t do it. 

Colonel MARTIN. Let’s looks at it this way. What I'am getting at is, in other 
words, if I designed a part and did all the design work on it and took it across 
the street and had the guy across the street blank it, you know, in that case 
I would be very inclined to just say to the contractor in adjusting the fee that 
he got on the job that I would not take the entire cost of the part_-away. 

Colonel Cooper. Now you are going to have so.many man-years devoted in this 
contract for scheduling of power. Now that is an item of allowable cost upon 
which this fee is predicated. Now, whether the fee is reasonable or whether you 
should increase it or not because you're not going to be able to include power 
as an item of cost is a different question. 

Colonel MARTIN. Your point was that it was a matter of principle. - You wanted 
to be sure that this group here was aware of.the fact that you should be entitled 
to that consideration in determination of your fee.even though the dollar sum 
as such is removed from the contract. 

reneral Sverprup. That is correct. If you_talked to a contractor and said to 
them we will furnish you all the materials, they would say, that is fine with us, 
but you still pay us 2.8. That is a well-established practice, as you well know. 

General Carro.Lu. I don’t know that it makes much difference now, but you 
take 5 years from now, if we were running on full operation it may take $6 mil- 
lion a year for power. There won’t be much more jabor, from ARO’s standpoint, 
in handling it than in the preceding year. Are we going to pay them 5 or 3% 
percent or whatever it is? On that $5 million it begins to get pretty much out 
of proportion. And then another 5 percent to TVA that goes to the State of 
Tennessee. 

General SveRprup. In the first place there never will be any 5 percent to the 
State of Tennessee. That is established. In the second place, we are not going 
to buy it. We're not going to buy it and I’m saying definitely that we shouldn't 
buy it. 
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General Carrotn. I thought that was what you were trying to get. 
General Sverprup. No. Under the circumstances I wouldn't touch it. Nor 
am I saying, Frank, that we should get 3% percent on that. I don’t make any 
statement of any percent. What I am saying that that is a matter of considera- 
tion as long as we do all the scheduling and handling. As the load grows, it is 
going to be a bigger and bigger job. Here is what I will say—it may be silly—be- 
cause the next time we meet you may be in Timbucktoo. I have had that expe- 
rience, too. Not very long ago we made an agreement with * * *. He goes 
to work with you and now nobody wants to pay any attention to the agreement. 

Colonel Martin. That's all right, General. You haven’t got any cinch on life, 
I'm sure. 

General Sverprup. Let’s put it this way. If you will agree that we can put 
on a piece of paper that the cost of power will be taken into consideration. Iam 
not saying any percent, but it will positively be looked at; I am willing to take 
your proposition of $3,090,000. 

Colonel Martin. Well, then why don’t you drop out of the room and let us 
discuss it for a few minutes and see whether or not we will go along with that. 

Conferences recesses. 

General Partripee. It seems that our position is something like this. We 
could not give you a piece of paper that would be any use to you next year which 
would infer that we thought you should get a fee or some fee related to the cost 
of the power. In other words, we are willing to go along that you should have 
people to take care of the power just as you have people to handle Government- 
furnished equipment coming in—we will pay the people and we will pay the fee 
on top of that. The same way with the power—we are willing to pay the people 
to do the rate scheduling, to do the work with TVA, and do the accounting and all 
that sort of business and pay a fee on top of that. But to give you a piece of 
paper which would give you some inferred percentage of the cost of power, I don’t 
think we can do. I don’t think it is legal in the first place, and I don’t think it is 
moral, 

General Sverprup. Well, I am not saying any percentage. 

General ParrripGe. We would be recognizing your right to a fee geared to the 
amount of power being furnished. 

General SverpkuP. I think you are correct. We are right now, for instance, 
purchasing, preparing purchase requisitions, for AEDC, on a great many things 
not included in our fee at all. We will be buying millions and millions of dol- 
lars worth of equipment with no fee on it whatsoever nor are we asking for any. 
But that is capital items that are going in here. If it continues at the present 
rate your estimate of 400 people would be pretty sad. How many people do you 
think it will take to do this procurement requisitioning? 

Mr. Branpt. For this present job, it will probably take about 40 people. 

Mr. Leo. You might mention the current job. 

Mr. Branpt. We have been asked to present requisitions for supplies and 
materials for 1952 and 1953. We are to prepare them in accordance with Air 
Force regulations and then also prepare special requisitions for nonpurchuase 
items and justify them. 

General PARTRIDGE. By what date? 

Mr. Branpr. One of them is the 24th of this month and then we have been 
asked to give others on the 15th and 29th of next month. 

General PArtTriIper, Isn’t that one of the things you will be required to do 
within the terms of your contract? 

General Sverprvp. That is right. The only thing I am pointing out is that 
actually we are doing all the work but we still wind up with a labor contract. 
In other words the cost of all the stuff you buy is not part of the consideration 
so far as the contract is concerned. 

General Rorn. I don’t understand your illusion to the service type of con- 
tract. 

General SverpRuP. My point is this. For instance you were pointing out this 
particular type of contract for 30 some million dollars and 2.8 percent. Now 
half of that roughly will be materials. The other half would be labor. The labor 
part requires a great many more people than the purchasing part does. What I 
am Claiming is that the labor contract—seryvice contract—has always carried a 
higher percentage than a construction contract. 

General PartripGe. May we go back to the original concept of the contract? 
I wasn’t there but it is my understanding—you can correct me if I am off the 
beam—that the original idea was to set up a nonprofit organization and that the 
Secretary insisted that it be made a profit organization to provide some incen- 
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tive to get it going. We have made it a profit organization and we are giving 
you a good return this year on the amount of money you have invested and the 
risk is—I can’t determine and you can’t either. I hope there is no risk involved 
but there probably is some somewhere. But all of a sudden we have gone from a 
nonprofit organization to one in which there is a substantial fee, and now we are 
talking about considering some other kind of additional fee for the purchase of 
power. I can’t add those three things together. 

General Sverprup. The reason I ean add them together is this: If you will 
look at the original contract you will find that the cost of power was included in 
what we were supposed to do and then we would receive the 314 percent. The 
point that I am trying to make is this, that we still wind up doing practically all 
the work on it and you’re withdrawing it as part of the cost. 

General PArTripGe. What I’m trying the get from you is do you feel that you 
should get an additional fee, apparently you do, of some nature, not perhaps per- 
centagewise, but you don’t feel the same way about Government-furnished 
equipment. 

General SverDrur. No, I do not. Nor do we feel that way on these capital 
items. ‘We are buying a lot of capital items for you—preparing all requisitions 
for them. Well, that is one thing. Anything for the operation of the layout 
should be taken into consideration in determining a fee. 

yeneral Partripce. It must have been foreseen in last year’s contract that 
there wasn’t going to be any large purchase of power. 

General Sverprup. It was foreseen at the time of the contract that eventually 
there was going to be a great deal of power because the estimates were for a 
10-year period for operation of the Center. At that time neither I nor anyone 
we negotiated with knew anything about the 5-percent requirement of the State 
of Tennessee from TVA. The matter never came up. 

General Partripgr. I don't think I could still give you any piece of paper that 
would recognize your interest in the amount of power purchased in dollars and 
cents, 

General Sverprup. So far as the present contract is concerned, proposed con- 
tract, power is definitely knocked out for the reason of the situation we have with 
TVA. TVA power is specifically knocked out. I think you recognize the principal 
of the point I am trying to make. 

Colonel Marrin. We sure do, General, just as much as we recognize the point 
that fees are variable. If you have a helluva slug of money you don't expect to 
get the same fee that you do on a relatively small amount. 

General Sverprup. The point I am trying to make is the previous contract— 
power was part of the cost and this is knocked out and we still have the work 
to do. I think that a year from now it definitely should be taken into considera- 
tion. I am not much concerned about this vear. 

Colonel MARTIN. As far as the scheduling of it is concerned, the people involved 
in the scheduling will be a direct cost to your overhead and they will be paid a 
fee. 

General SverprupP. This is right. 

Colonel Martin. But the amount of actual dollars expended with TVA, no. 

General Sverprur. I want to reiterate one thing and that is this. When you 
tirst started this, as you well recall, it was on the basis of a letter that you sent 
to the Secretary of the Air Force recommending that S. and P. undertake this, 
which was then referred to the Assistant Secretary—that I never heard about it. 
I stated at that time that we were not doing this—we did not want to do this 
with the idea in mind of getting rich out of it. I can assure you that you won't. 
And I strongly want to bring out one point—that this is not a matter of how 
much money you have invested in it. This is professional service. I never heard 
of anyone asking his doctor whether he has much money invested in his shop 
and he is only entitled to get a return on what his shop cost. Another thing I 
would like to clear up—the matter of having housing around the center. That 
was never intended. 

General CARROLL. Oh, yes, before the site was selected. 

General SverpruP. Yes, but on the second day of last June you wrote a letter. 
After the site was chosen you did not want any housing even though we had at 
that time $5 million set up for housing if we had to do it. 

General CARROLL. In my mind there is no question about the housing program 
being needed and a good job is being done. I think we may have to work with 
you about the limitations on what these outside contractors do. 

General Sverprup. I think that the job should be done pretty soon, but it has 
worked out so well that I hate to say drop it. 
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General PartRivck. We don’t want to drop it. 
Mr. Leo. There are a couple of bugs in this which I am not completely clear 
on. This is in the process of shifting from the AMC to ARDC and a screen play 
behind the line of scrimmage to the AEDC. The present contract, as I under- 
stand it, is to be closed by AMC. We are now receiving advice from the AMC 
contracting officer that he will be prepared to approve certain things that we 
need approved on up to September 30. From that point on, it is my understand- 
ing that any approvals will come from AEDC. Is that correct? 

Colonel Martin. An administrative contracting officer that will be appointed 
by AEDC. We have asked AMC to transfer Colonel Steele to ARDC with station 
at AEDC. I don’t believe we will get him unless we make a personal appeal 
on a much higher level than our initial appeal because I understand they plan 
to send him to Lackland to run the GE atomic contract. We don’t have in 
our organization an administrative contracting officer at this time. 

Mr. Leo. Let me make myself clear. [I am raising this not in any sense to 
heckle anyone but simply for purposes of guidance. 

Colonel Martin. It is a real problem, and you sure put your finger right in the 
eye of it. We are fresh out of administrative contracting officers. We have 
never had them. We have a school going in New York. We have asked AMC 
to let us send some of our people there, but it doesn’t start until 1 October. We 
are at the mercy of AMC to get a couple of administrative contracting officers. I 
think it will have to be a pretty high-level deal with AMC to get this guy. They 
think GE is a pretty important contract. They think it is more important 
than this, perhaps. There is a lot more money involved and that is probably 
what they will decide on. Steele is familiar with you and your operations and 
I would like to see him continue. 

Mr. Leo. Well, as I indicated before, informally, | have no desire to administer 
the “kiss of death” by being a contractor who is speaking kind words about a 
prospective contracting officer. My point in this is again going back to the 
partnership basis which has been discussed here in the belief that our problems 
are entirely joint. We did receive notification from the Cincinnati Regional 
Office, AMC, that Steele was assigned and would take over on September 10. 
As you know, that has since been rescinded. He is indoctrinated in this sort of 
thing and, as far as AV DC is concerned and so far as ARO is concerned, T am 
sure that it is of prime importance in view of the indoctrination that he has had 
that every effort be made to retain him. IT think he has had the experience and 
everything else. If there is anything that we can do to be of any assistance on 
that, I will be happy to undertake it, because T think it is a common problem 
to all. 

Colonel Martin. I think the expression “kiss of death” was probably accurate. 
We think that he has been a very capable worker and I would like to see him 
continue. If he doesn’t though, Mr. Leo, we can break in a new one. 

Mr. Leo. Tam aware that our training program is not limited to—but what I 
am anxious to find ont is to whom do we address our pleas between now and 
October 1. 

Colonel Martin. You will have to look to me until we can get somebody else 
in here. 

Mr. Leo. That answers my question. 

Mr. GRANT. How soon can we expect a signed contract? 

Colonel Mertin. That will depend on several things. It will depend first on the 
availability of funds. When the funds are available and they are certified as 
heing available, I will sign the contract after you hve signed it. 

Mr. Leo. Is it incumbent on us in the light of this form a legal point of view 
should we be guarding ourselves against—I am talking now in terms of strict 
legalitvy—are we supposed to be making provision for terminations, closing out, 
et cetera. T just want comfort. 

Colonel MartIN. If you have a Course of caution, why, ves. If you didn’t have 
that course, why, go right ahead and trust to reprograming to get you your 
money. You see, your contract, even after it is signed, is subject to the approval of 
the Under Secretary: so you could always, if you wanted to—right on up to 
the time it is approved, 

Mr. Leo. I haven't nearly as much tendeney to frighten myself as I do when I 
get some of these letters telling me that I must bear in mind that (a) it is a 
question that I do this and (b) that I do so at my peril. 

General ParTripce. Well, let me give you my best .wishes. We are not going to 
cease operations just because October 1 goes by. You keep on going. We are 
going to get some kind of contract with the ARO corporation. If the Secretary 
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refuses to sign this one, we will be back sitting around this same table in the 
early future. 


Mr. Grant. Would it be possible to have a letter of intent by October 1% 

Colonel Martin. Well, your contract is all writteh. All you have to do is get 
the budget and fiscal, the comptroller man to stamp the necessary stamp on it; 
and, when the funds are available and you have signed it, I will sign it. 

General Parrriper. I will give you a little assurance, too. We will push it 
as hard as we can push it. I am very anxious that we speed up our contractual 
arrangements. 


General Rotn. Well, we have reached the point where we can agree. 


General Partripce. All I am giving out is assurances. I am not handing out 
any money. 


STATUS OF CONSTRUCTION SCHEDULE 


Mr. Gore. Mr. Burden, will you give us a statement of the status of 
construction schedule of AEDC at this time ¢ 

Mr. Burven. I think General Partridge could answer that more 
completely ; he is in direct charge of the facility. 

Mr. Gore. Very well. 

General Parrringr. May I answer generally first?) The engine-test- 
ing facility is proceeding, and will be prepared to start tests, high- 
power tunnel tests, sometime during the late summer of 1952. That 
means the individual components will be operated one by one and 
finally put together as a whole. 

The foundation has been put down for the propulsion wind tunnel, 
and the design is practically completed on that one. 

As of about. 2 months ago—I have no later data—the design of the 
gas-dynamiecs facility was only about 45 percent complete. The pro- 
pulsion wind-tunnel facility will be the last of the facilities to be 
operational. The operating time, I would say, of the last facility as 
now laid out would be the early part. of 1957. 

Mr. Gore. This statement I just inserted in the record from the 
Assistant Secretary indicated an operating time of the first unit as 
of April 1952. Now, I take it from your remarks that is being de- 
layed. When do you expect the first unit to be in operation ? 

General Parrrincr. I cannot give you that date. I can give you the 
present estimate. 

Mr. Gore. Will you insert that in the record. 

General Parrrince. Yes. 

(The following was submitted later :) 

The first major unit to be in operation is version IV of the engine-test facility. 
It is expected to be ready for shake-down test not later than November 1, 1952. 
and fully operational for test of components on May 15, 1953. 


NEED AND RELATIVE IMPORTANCE OF AEDC 


Mr. Gore. General, will you or Mr. Burden indicate to the com- 
mittee your estimate of the need and the relative importance of the 
AEDC? 

General Parrrincr. The AEDC is a facility which has been planned 
over many years, in coordination with the NACA and the Nava} 
Research Development Board. Some years ago these agencies de- 
veloped what was known as the unitary wind-tunnel plan; the NACA 
was to continue the construction and operation of certain test facili- 
ties; the Navy had others, and there were certain facilities to be put 
in the tunnel which the Air Force was to construct. As the program 























79 


worked out, after the authority to go ahead with the Air Force was 
received in 1948, we considered it mandatory that we bring these fa- 
cilities to early completion, complete them as quickly as we could, in 
order that we may proceed with tests which we are now unable to 
make. If I may iustrate with one example, we are producing en- 
gines of very high power, turbojets and ram jets, very high- powered. 
and there are no facilities in the country now for testing these engines, 
and no prospect of any facility in the country for testing these engines 
under altitude conditions for which they operate today. W hen this 
facility at Tullahoma is completed, we will have a facility. If we are 
to remain technically ahead of a potential enemy, we must have such 
facilities. 

Mr. Gore. You consider this a very vital project 

General Parrringe. It is the key to propulsion of high-speed flight 
programs. 

Mr. Gore. Does the civilian authority coneur in that opinion, Mr. 
Burden ¢ 

Mr. Burven. They do. 


METIIOD ADOPTED FOR OPERATING THE PROJECT 


Mr. Gore. The project having been established, located, and well 
under way, there arose in the Department the question of operation. 
Did not the Research and Development Board, under the direction of 
Dr. Ridenour, chairman of the technical board, recommend that it be 
operated by a corporation not for profit ¢ 

Mr. Hitz. My answer is a board did make the recommendation to 
which you refer. 

Mr. Burpen. Could I say something off the record ? 

Mr. Gore. Certainly. 

(Off-record discussion.) 

Mr. Gore. According to the statement of Mr. Harold Stuart, the 
Research and Development Board made such a recommendation. | 
am reading from the statement of Assistant Secretary Stuart: 

On April 12, 1950, Dr. Von Karman, in behalf of the Scientifie Advisory 
Board—— 

Mr. Burpen. That is what I was referring to. 

Mr. Gore. Yes. [Continues reading:] 
submitted a report of the Special Committee on AEDC, supplying to the Secretary 
this and other recommendations : 

(a) The formation of a nonprofit corporation, governed by a board of directors 


consisting of about 12 representatives of the Air Force, industry, universities, 
and the business world. 


(b) Operation of the AEDC, including the housekeeping functions by the 
corporation, after the facilities have been constructed, put into operation and 
turned over to the Air Force in first-class operating condition. 

Then it goes on with other stipulations. 

Now, in a statement. made by General Carroll—he refers to a com- 
mittee headed by Dr. Ridenour also says that this committee 
made a report in April of 1949. Then the Secretary of Air, according 
to General Carroll, appointed another committee to make a further 
study, and that committee was headed by Prof. John Markham. Is 
that according to your understanding? 

Mr. Burven. Yes; that is correct. 
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Mr. Gore. This committee under the chairmanship of Professor 
Markham also recommended to the Secretary, Air Force, that the 
AEDC be operated and managed by a “not for profit” corporation. 
Nevertheless, the then Secretary, Mr. Symington, recommended that 
a “for profit” corporation be set up to manage the AEDC, Is that 
according to your understanding of the facts? 

Mr. Burven. Yes. 

Mr. Gore. Who approved the St. Louis concern of Sverdrup & 
Parcel to organize the operating corporation ¢ 

Mr. Burpen. I know nothing about that; I was not there at the 
time. 

Mr. Gore. Who would be able to supply us that information ? 

Mr. Hitt. I would think somebody who was there at that time. 

Mr. Gore. Do you have an idea who that could be¢ That is a very 
important question. Here two technical bodies, the recommendation 
of two technical boards, is overruled, and a “for profit” corporation 
set up by a St. Louis concern which had already been favored with 
an enormous cost-plus contract for designs and planning. 

Mr. Hitt. We will be glad to search our files to see what the files 
show. I do not have the answer as to whether the files contain any- 
thing on the question, but I will be glad on my return to the office to 
see what, if anything, is contained in the file that would be relevant. 

Mr. Gore. And then you will submit it for the record ¢ 

Mr. Huw. Yes. 

(The following was submitted later :) 

While the records of the Air Force contain no memorandum or directive from 
Secretary Symington concerning the award of an operating contract to a corpora- 
tion to be formed by Sverdrup & Parcel, all available information indicates that 
this decision was made by Secretary Symington personally. 

Mr. Burpen. If I may state, Congressman Gore, the Markham re- 
port which you referred to contained two recommendations: One, 
that a scientific and industrial type of company of the type you have 
described: and the minority group recommended it be operated by an 
industrial corporation. There was a split opinion between the ma- 
jority and the minority. 

Mr. Gorr. Do you recall what the split was between the majority 
and minority ¢ 

Mr. Burpen. No; I do not. 

Mr. Hiv. It was one of whether the corporation or organization 
should be nonprofit or for profit 

Mr. Burven. Yes; that is correct. A further question was whether 
an existing, established concern should conduct the operation as op- 
posed to a newly formed corporation having representation from the 
aeronautical industry, universities and other groups. 

Mr. Gore. In any event, the majority recommended that it be op- 
erated by an nonprofit corporation, composed of the technical schools, 
the representatives of the aircraft industry, and from business. 

Mr. Burpen. Yes; that is correct. 

Mr. Manon. By whatever process, the decision was to have it op- 
erated by a profit corporation, this decision being reached by the Sec- 
retary, and a contract was entered into with a corporation incorporated 
under the laws of Tennessee under the name of ARO, Inc., for the 
purpose of operating the AEDC on a cost-plus-fee contract basis, Is 
that correct 

Mr. Burven. That is true. 
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OWNERS AND INCORPORATORS OF ARO 


Mr. Gore. Who were the owners and incorporators of ARO? 

Mr. Burpen. I can supply that for the record. 

Mr. Hit. May I interject, Mr. Gore? You would like to be in- 
formed as to who the incorporators of ARO were, as well as who the 
stockholders were. The incorporators may not necessarily be the 
stockholders. 

Mr. Gore. If there is a difference. 

Mr. Hitz. There isa legal difference. 

Mr. Gore. Thank you very much for the correction. 1 would like 
to know who the incorporators and who the owners were, and to whom 
the contract was let. 

Mr. Burpen. We will supply that for the record. 

(The information requested follows :) 

The inecorporators of ARO, Inc., were A. W. Heinrich, H. S. Austin, and E. M. 
Richard. The original owners were L. 8. Sverdrup, E. R. Grant, W. E. Mosier, 
B. RK. Smith, Db. C. Wolff, and Sverdrup & Parcel, Inc. Since June 1951, new 
stockholders are S. E. Bechtel, Barbara Bechtel, Stephen Bechtel, J. Wesley 
McAfee, Barbara McAfee, Thomas McAfee, and D. R. Calhoun, 

Mr. Burpen. The stock was, I understand, at that time owned by 
Sverdrup & Parcel. 

Mr. Gore. Entirely? 

Mr. Burpen. I believe so; I will have to check to see when it was 
incorporated. 

Mr. Gore. Who are the owners now / 

Mr. Burpen. We have a list of the stockholders here which I can 
supply for the record. 

Mr. Gore. Will you supply that for the record ? 

Mr. Burpen. Yes. 

(The information requested follows :) 

Original stockholders, 500-share issue: L, J. Sverdrup, 70 shares; Ff. R. Grant, 
60 shares; W. E. Mosier, 20 shares; B. R. Smith, 50 shares; D. C. Wolff, 50 
shares; S & P Ine., 250 shares. 

Second issue, additional 500 shares, June 1951: 8S & P Inc., 420 shares; E. W. 
Mosier, SO shares. 

Third issue, additional 300 shares, August 1951: 8. E. Bechtel, 100 shares; 
Barbara Bechtel, 100 shares; Stephen Bechtel, Sr., 100 shares. 

Fourth issue, additional 200 shares, September 1951: J. Wesley McAfee, 50 


shares; Barbara McAfee, 75 shares: D. R. Calhoun, 50 shares; Thomas McAfee, 
25 shares. 


TRAINING AND EXPERIENCE OF ADMINISTRATIVE DIRECTOR OF ARO 


Mr. Gore. Who become the administrative head of ARO? 

Mr. Burpen. | think the administrative director of ARO is Steve 
Lec—what is his title? 

Mr. ae As far as I know, he is director of administration. 

Mr. Gore. Have you, Mr. Burden, expressed an opinion that Mr. 
Leo was not possessed of sufficient technical and engineering training 
and experience to be administrative head of a facility operating a 
supersonic and transsonic wind tunnel ¢ 

Mr. Burpen. It was my feeling when the organization of the utility 
approached completion, that they will need a thoroughly experienced 
man, which I believe they now have in General F errell. 
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Mr. Gorr. Will you please state whether you have expressed an 
opinion to your compatriots in the Air Force, or to the firm of 
Sverdrup & Parcel, that Mr. Leo was not adequately trained and 
experienced in background to head ARO? 

Mr. Burpen. I did not feel that he was the right man; I would 
personally feel—— 

Mr. Hitz. The question was, Did you express an opinion that Mr. 
Leo was not adequately trained or did you merely raise a question as 
to his qualifications ? 

Mr. Burpven. I raised the question. 

Mr. Gore. You say you raised a question. 

Mr. Burven. Yes; 1 really raised a question of it. 

Mr. Manon. The question is: What is your opinion of Mr. Leo’s 
experience, not what it was at the time, necessarily. 

Mr. Burpven. I think Mr. Leo’s experience is such that as they ap- 
proach the operation, which is going to be a very large operating 
organization, that the most experienced administrative ability pos- 
sibile should be had, and I understand that ARO engaged him with 
that understanding. 

Mr. Manon. What was Mr. Leo’s experience in administration, and 
his background, that led to his appointment ? 

Mr. Burven. Well, I think vou would have to ask ARO that. 

Mr. Manon. You do not know? 

Mr. Burpen. I do not. 

Mr. Manon. Have you asked him about his experience and back- 
ground, in order to know ? 

Mr. Burven. No; I have not. I know he was in the Air Force in a 
publicity capacity, but I think I have no detail knowledge of his back- 
ground, or what his business endeavors were before he went into the 
Air Force. 

Mr. Gore. When he was in the Air Force he was a publicity man? 

Mr. Burpven. So I understand. 

Mr. Gore. Do you know that he is also a stockholder in Sverdrup 
& Parcel, or when he became the owner ? 

Mr. Burven. No. 


COMPENSATION OF DIRECTORS OF ARO 


Mr. Gore. Do the directors of ARO draw compensation ? 

Mr. Burpen. I do not know. 

Mr. Gorr. Well, that is something that you, an Air Force authority 
should know, is it not ? 

Mr. Hiww. We can supply that, from the terms of the ARO charter 
and by-laws. 

Mr. Gore. That is second best, but you do not know whether the 
directors draw compensation from ARO or in what amount? 

Mr. Hit. Or whether the directors, as such, draw compensation. 

Mr. Gore. Whether the directors, as such, or in fact, draw compen- 
sation, and if so, at what rate / 

(The information requested follows :) 


Members of the board of directors are paid the sum of $100 for attending each 
meeting of the board. Two members of the board of directors, E. R. Grant, and 
W. E. Mosier, are officers of ARO, Inc., and are paid a salary of $5,000 each. Mr. 
Grant is vice president, treasurer, and assistant secretary. Mr. Mosier is 
secretary. 
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PAYMENTS TO ARO 


Mr. Gore. What payments have been made thus far to ARO, Mr. 
Burden ? 

Mr. Burpen. I think we will have to supply that for the record. 
Yes. 

Mr. Hitt. We can get that from the complete audit and the con- 
tract, and what has been reimbursed, and what has been paid. 

Mr. Gore. Have you gentlemen not had sufficient notice that we 
would have a hearing on this subject to be prepared to discuss the 
expenditures and reimbursements to ARO ? 

Mr. Hitz. We learned about the hearing this morning. You under- 
stand that the General Accounting Office is in the process of making 
a full investigation and audit of the entire matter ? 

Mr. Gore. That they are now in process of making it at the request 
of this committee. 

Mr. Hin. That is my understanding. 

Mr. Gore. Can you supply for the record all the payments that 
have been made to ARO? I was interested in a statement by General 
Carroll last year that the Secretary directed a payment of $100,000 
to ARO. I would like to know when that was made, and upon what 
justification. 

Mr. Burpen. Yes; we can supply that. I believe it was for work- 
ing capital; was it not? 

General Parrriner. I do not know. 

Mr. Gore. I would like to know when it was made. Can you get 
that over the telephone? 

Mr. Burven. Yes. 

Mr. Gore. Suppose we just wait until you call up and find out when 
the payment was made, if 1t was made. 

Mr. Burpen. Yes. 

(The information is as follows:) 


The following payments have been made to ARO, Inc. : 
Contract 12281 with ARO, Inc.: 


Disbursements against costs__._..__-_...._--_-___~~- wits TE, 438 
RG: Ee-e 0O ns st i a in ee », 600 
eae Hee meas a es le a a te 3, 874 

WOU se ee Pe ee Et Se Se De ee ae 
Opiate: CORT Of COMIN ab ok oo ee 2 cc ae 670, 700 
WR es ga ee a Lia a i 23, 474 
Added to cost by change order No. 3_---------- Eby sseame th: V8Esr'y eee sees 114, 000 
Raised total cost of contract to_....._________-.-----_--_- _... S808, 164 
Total amount of cost disallowed through Feb. 29, 1952_-_-----_- 2, 098 

Contract No. 40(600)-2: 

Disbursements against costs to date ._______ ee Sa pale Be ea as 560, 327 
Waste fee wei 00 Ga i ee ec 28, 500 
Fixed fee earned to date but not paid_______________-_-_------~- 11, 083 
Cc i i canteens 14 39, 583 
Total amount of disallowed costs through Mar. 19, 1952___------- 480 
Total amount of costs suspended to date__....._._---_---_------- 853 


TERMS OF 1952 CONTRACT 


Mr. Gore. I want to make inquiry as to the negotiation of the 1952 
contract. General Partridge, you were there? 
General Parrriper. Right. 
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Mr. Gore. What was the figure suggested by Gen. Franklin Carroll, 
the commanding general of the project ? 

General Parrriner. He suggested in his initial discussion a figure 
of about $114 million. 

Mr. Gore. What did ARO suggest ? 

General Parrrivcre. Their figure was around $12 million or $13 mil- 
lion; far out of line with what we thought it should be. 


Mr. Gore. According to my information, to be exact, it was $12,- 
900,000, What was finally agreed to? 

General Parrripcr. They agreed to a contract which would be based 
on $3 million estimated cost and a fee of $95,000. 

Mr. Gorr. I want to read here a brief excerpt from General Car- 
roll’s statement, for the benefit of the committee. I am reading from 
the statement of the commanding general of the project: 


I now wish to address myself to the subject of a proper fee for the contractor 
for its services. My information is that ARO, Inc., has outstanding capital stock 
for which the sum of $150,000 in cash was paid in by the stockholders of its 
common stock. This, I understand, is all of the capital that has been paid into 
the corporation. Appropriate salaries have been provided for the officers who 
are actually employed and rendering services to the corporation. The amounts of 
these salaries are items of reimbursable cost and will be paid by the Government. 


Off the record. 
(Discussion off the record.) 
Mr. Gore. Continuing with the statement : 


The Secretary of the Air Force advanced during the last year the sum of 
$100,000 to assist the corporation in its endeavors and the proposed new contract 
provides that the Secretary may, if he deems it expedient, make further ad- 
vances. I believe in a fair return upon an investment, but I do not believe in 
exorbitant profits. 

As you will recall, both the Ridenouer committee and the Markham committee 
were of the opinion there should be no profits to the operator of such an Air 
Force facility. Giving due regard to the uncertainty always inherent in enter- 
prises of this nature and the fact that any contract with the Government may 
be terminated for cause or for the convenience of the Government, I am inclined 
to be more liberal in arriving at a figure which I deem to be an equitable return 
upon the investment made than I normally would be. Careful and prudent 
management of the affairs of ARO, Inc., will keep the amount of nonreimbursable 
items of expense to a very small figure. I can see very little risk to the capital 
investment in this situation beyond the risk of faulty management of the cor- 
poration’s affairs; $25,000 as a fixed fee would constitute an approximate 16% 
percent return before Federal income tax upon the total invested capital for a 
1-year period of time. I eannot bring myself to believe that such an amount 
would be anything less than a very handsome profit on the investment made, and 
I can only bring myself to that figure by giving due weight to the uncertainty 
inherent in Government contracts. 

Gentlemen, I have tried to give you my best judgment. I have tried to give 
some of my reasons on which that judgment is based. There have been many 
hours spent in discussion and analysis of these problems. I doubt that any 
further discussion of detail would be helpful to us. I trust you will agree that 
the estimated cost figure which I have stated is acceptable to you for use in the 
proposed new contract and that the fee of $25,000 is agreeable. 


That is the statement, General Partridge, which you heard, and yet 
this record shows 





Mr. Taper. Whose statement is this? 

Mr. Gore. This is the statement of Gen. Franklin O. Carroll, com- 
mander of the project. This is the statement which you heard, Gen- 
eral Partridge, and so far as I can find in the record you gave no 
assistance to General Carroll in holding the contract to this fee, 
but your every utterance in this record indicates your favor for a 
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higher fee and a higer budget, finally arriving at a contract for $5 
million in operation and a fee of not $25,000 but $95,000. I think 
you owe the committee an explanation. 

General Parrriper. All right. Before we had this meeting we had 
another meeting in Washington at which the general terms of the 
contract were discussed and at which it was agreed that the general 
provisions would remain as they had been in the previous year. It 
was my desire that the military and civil service people of the Arnold 
Engineering Development Center withdraw from the picture and 
turn the project over to ARO. This was the intent of the original 
contract. It was the intent of the second contract. And we were 
trying to get General Carroll to implement that understanding. 

It was my feeling then, as it is now, that we are losing some money ; 
and by overlapping the functions—— 

( Discussion off the record and brief recess.) 

Mr. Manon. Proceed, gentlemen. 

Mr. Hint. I just wanted to say at the outset, gentlemen, that we 
recognize that the committee is faced with :a serious problem here 
and is pressed for time, and we want to be as helpful as we can in 
this. 

We carried away the impression that, for lack of information, we 
might have given the impression of being less than forthright, and 
certainly, that has not been our intention. 

We want to try to answer any questions that you have, and if we 
cannot do it out of hand, we will certainly get you the information. 


ELECTION BETWEEN POSSIBLE METHODS OF OPERATING AFRC 


Now, the basic problem here, and it is one that troubles the com- 
mittee, and which troubles us, is the election between three possible 
methods of operation. 

One alternative would be the Government operation of this very 
important facility. That isa possibility. 

The second alternative would be an operation by an organization 
not for profit. That was one recommended by the committees to 
which reference has been made. 

The third possibility is the operation by an organization for profit. 

Leaving aside the question of ARO, here were some of the con- 
siderations that influenced the decision to continue with ARO when 
the question of the renewal of the contract came up. 

Bear in mind that the decision I refer to was made in the period 
preceding October of 1951. 

In the first place, Government operation seemed to us to present the 
difficulty of devoting officer material at a time when there was a real 
requirement for officer personnel for combat functions, essentially a 
civilian function. 

The second problem, and a very real one, was the problem regarding 
personnel of the requisite technical competence. 

Turning to the second alternative, that of a nonprofit organization, 
it sounds possible to get such an organization, but when you start 
thinking about it, what it would be, and who would set it ap, you are 
faced with difficulties. 
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Our experience has been in that field, in the case of research and 
development contracts with universities, that. universities have, in 
general, wanted profit. 

Universities. are faced with the obvious problem of needing funds. 
So, when you try to consider what type of nonprofit organization you 
might create, you are faced with difficulties. 

Now, the third alternative is the question of the use of a corporation 
for profit, leaving aside the question of who that corporation is, and 
tow much the profit should be. Those are separate considerations. 

The question is one that presents real difficulties. It is not one that 
can be readily answered one way or the other. The judgment that 
was come to was that operation for profit was more advantageous, 
since this is an enormously important facility, and the profit incentive 
las proved to be a pretty ‘aust oendie in general, We have used it 
'n our research and development contracts, and we have used it to 
increase production in production contracts. 

That leaves the question of ARO versus other possible companies. 

In theory there would be available to the Air Force a wide range 
of companies, which might be willing to undertake the operation of 
the AEDC for a profit. It would seem to me that any company that 
las a connection with the aircraft industry should be excluded. This 
is a facility which will develop research and test data in the aero- 
nautical field. The plan is that it will be used by all segments of the 
vircraft industry. Its value will depend upon such utilization. Ad- 
vance models and designs of aircraft, missiles, and engines will be 
brought to the facility for testing and evaluation. The difficulty with 
having a company which i is in the aeronautical field operate the facility 
ic that this company’s competitors might be deterred from using the 
facility, because of the possibility of disclosing secrets and know-how 
toa competitor. The particular advantage which ARO seemed to have 
at that time, at the time the question arose, as to whether the contract 
should be renewed, was, one, experience which had been developed— 
und that experience, again, was basically the experience of Sverdrup 
& Parcel, there is no question about that, but they did have experience. 
Second, they had an interest which had been demonstrated. 

Mr. Gorr. T horoughly. 


ADVISABILITY OF CONTINUING ARO 


Mr. Hint. That interest had been demonstrated thoroughly, as Mr. 
Gore says. And I think it is fair to say that is one of the factors in 
favor of continuation of ARO. 

Mr. Gore. As a matter of fact, in the most recent examination of 
ARO and its operation by high authority in the Air Force, which 
has been submitted to the Department, there is raised a serious question 
as to the advisability of continuing ARO. 

Mr. Hitt. The Department is most conscious of its responsibility, 
to determine—— 

Mr. Gore. Well, before chasing rabbits, is that statement true? 

Mr. Hitz. That statement is correct. I wanted to emphasize it by 
saying that the Department is most conscious of the responsibility 
it has to determine whether or not private operation for profit con- 
tinues to be the most dadieebis pel cen. and if so, whether or not ARO 
as a corporation is qualified te continue. 
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Mr. Gore. Mr. Hill, the corporation was without experience; the 
corporation was created for the sole purpose of contracting with the 
Government for the operation of this facility at a fee. The corpora- 
tion drew a fee last year of $23,000. This year, with the same paid-in 
‘apital, with no more risk, the corporation is drawing a fee of $95,000. 
and by the same contract, and according to the budget before this 
committee, it will draw next year a fee of $190,000. Just why the 
same corporation, with no more investment, with no more liability. 
and with the officers and employees drawing salaries, should it be 
worth four times as much this year as it was last year, and eight 
times as much next year as it was last year, is something the commit- 
tee is unable to understand. 

Mr. Hix, That is the precise question that has to be determined, 
of course, and I was only citing one aspect which I think had been 
omitted, and that is when you go to a law firm you do not pay a fee 
based on the invested capital in the law firm: when you go to an 
engineering firm you do not pay a fee based upon the invested capita! 
in the engineering firm. Insofar as invested capital is the predom- 
inant test, then it would be hard to argue that the fee which they are 
earning on the project is justified or whether it would be dispropor- 
tionate, 

I might point out that the aircraft industry in general is presented 
with the same problem, of tremendous expansion in operation, with 
limited capital, so that when you look at the return and relate it to 
the capital, it seems disproportionate. But in terms of the value, of 
the scope of responsibility involved in general, the decision has been 
that it 1s not disproportionate. And I would also point out that vou 
do have the question of responsibility and of technical competence 
which affects the question of what constitutes a fair fee. 


ADVANCE TO ARO 


Mr. Gore. Mr. Burden, you said you had now received the answer 
to the inquiry about the $100,000 payment. 

Mr. Burpen. Yes; Mr. Hill has received it. 

Mr. Huw. The answer is the $100,000, was an advance payment—an 
advance payment under Public Law 413, Armed Services Procurement 
Act, which requires Secretarial approval. That approval was forth- 
coming; it was given by Assistant Secretary of the Air Force Zuckert, 
and the advance was, I imagine, for the purpose of working capital. 

Mr. Gore. For working capital 

Mr. Hitt. Working capital. 

Mr. Gore. What do you mean by an advance / 

Mr. Hitz. An advance payment. 

Mr. Gore. Was it an advance, or was it a loan / 

Mr. Hut. It is a loan, called advance payment, as we have it pro- 
vided in Public Law 413, but in essence the advance or loan is secured 
by security. It is a loan by the Government to the contractor. They 
are frequently made, and they are made for the purpose of enabling 
the contractor to continue his performance. 

Mr. Gore. Then, of the $150,000 paid-in capital, the Government is 
udvancing two-thirds ? 

Mr. Hinz. Well, let me say in answer to that, and I would like an 
opportunity to correct this if I am wrong in this: The problem is 
that of lag of vouchering for costs. Material and other costs, as they 
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are incurred, by a contractor under a cost-type contract are subject 
to reimbursement after proper audit by the ‘Air Force audit (and I 
might add, are subject to reaudit by the General Accounting Office), 
and in the costs that are reimbursed there is a time lag between the 
time the costs are incurred, and the time the vouchers are presented 
snd paid. The amount that is involved in that time lag, in delayed 
billing, can be considerable. The advance payment is a technique for 
enabling the contractor to take care, to carry, costs which he has in- 
curred. He could go to his bank and borrow the money, but through 
this device he can come to the Government to get an advance payment. 

Mr. Gore. It is a part of his capital. 

Mr. Hitz. Yes, his working capital. 

Mr. Gore. What date was that reimbursement made? 


Mr. Hitz. Mr. Gore, I can supply that for the record; I do not have — 


the exact date when the $100,000 was disbursed. 

Mr. Gore. Do you have an idea? 

Mr. Hitt. I am sorry, I do not. 

(The following was submitted later :) 

The advance by the Government of $100,000 to ARO, Ine., was on October 16, 
1950. The advance payment has been reimbursed by ARO, Inc., to the Govern- 
ment in the following manner : 

Voucher No. 86, dated August 1951 in the amount of $4.311.50 

Voucher No, 90, dated September 1951 in the amount of $5,644.56 
Voucher No. 100, dated September 1951 in the amount of $11,800.59 

By check, ARO, Inc., dated October 29, 1951, in the amount of $78,243.35 

Mr. Gore. General Partridge, at the time of the recess you were 
about to respond to my inquiry. 

General Parrringe. I do not recall now just what it was, Mr. Gore. 

Mr. Gore. I will be glad to restate the proposition. I had just 
read a statement of General Carroll. 

General Parrringe. Yes. 


FIXING OF FEE AND BUDGET OF CONTRACTOR 


Mr. Gore. In which he recommended a fee of $25,000, saying he 
thought he was being overly liberal in recommending that much and 
a budget of $1.5 million. 

I have before me the minutes of the negotiation in which you took 
part, and I de not find at any place m the minutes that you supported 
General Carroll. Indeed, the first reference IT see to a $90,000 fee falls 
from your lips, and I just wondered what caused you to overrule 
the commanding general of the project, why you would use your su- 
perior position to inflate the project, inflate the contract. T think you 
owe it to the committee to make that explanation, and that was the 
inquiry which I had directed to you just before the interruption. 

General Parrriner. I had made a portion of this explanation before, 
but T will, in order to keep some continuity here, T will start again to 
say that the discussion at the Tullahoma hearing lasted a part of a 
day. At that time General Carroll started off the discussion, as he 
should have as commander, with his position in the matter. He felt 
that the fee of about $1.5 million—that would be the amount the ARO 
corporation should have to spend if he retained there the people, the 
military and civilian people he already had, and the ones he expected 
to get. 
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Unfortunately I could not agree with him on this concept. The 
facility was coming to the state of readiness, and I felt that. we should 
reduce the military and civil service people, turn the facility over 
to ARO in accordance with what I understood to be the spirit of the 
contract, and permit ARO Corp. to either demonstrate its ability to 


organize and to run this facility or to demonstrate otherwise, so that 


by the end of the contract year we will be in position to say whether 
ARO can continue. 
General Carroll did not agree with the position. He said so, and 


-you will find it in the minutes. We argued for several hours—we did 


not argue, we discussed it for several hours, that is, the desirability of 
a budget of $2.3 or $2.5 million or one other figure. Finally, late in 
the afternoon we decided to try $3 million. 

As you understand, these expenditures are each subject to review 
by Government personnel, and can be approved or disapproved in 
detail. 

Mr. Gorr. Upon what did you base your decision to try the even 


‘figure of $3 million? 


General Partrriver. Actually the figure was never worked out ex- 
actly. Ina discussion taking place which is not a part of the record, 
an extended discussion during the day, the working people tried to 


come to some agreement, and they finally came to an agreement which 


was about $3 million—I think you will find it was 3.1 million, or some- 
thing in that order, as a round figure, and not having any particular 
factor basis upon which to proceed, we just decided it best to knock it 
off to a round number. 

Mr. Gore. These working people to whom you refer were working 
under the direction of General Carroll ? 

General Parrrince. General Carroll and the ARO Corp. as to what 
the budget for next year should be. 

Mr. Gore. I have examined the minutes of the negotiation carefully. 
I do not find that at any place the information cited of costs, any 
specific justifications for the $3 million; nor do I find at any place any 
justification for the fee of $95,000. I do find that you suggested 
$90,000. There is no place an explanation of why it should be $90,000 
or why it turned out to be a larger figure than was mentioned at all. 

General Parrringe. The $90,000 was arrived at by simply multiply- 
ing the $3 million by 3 percent, which was the previous rate of pay. 

Mr. Gore. How did it get up to $95,000 4 

General Partriper. The fact that it is $95,000 is news to me. 

Mr. Gore. It is ? 

General Parrrincge. Yes. When the contract was written it came 
out $90,000, and it was not until I reread the minutes I learned why: 
it had been discussed about $90,000, when we had this discussion about 
the $95,000, or some other figure. 

Mr. Hitt. May I ask the general a question ? 

Mr. Gore. Yes, you may. 

Mr. Hui. Would the people who were there at that meeting have 
any recollection as to how the fee got to $95,000 from $90,000, or 
whether there was a detailed breakdown of the estimated expenditures. 
month by month, to show the budget of $3 million? 

General Parrrincr. Yes; there was. 

Mr. Hwy. We could furnish that for the record. 
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Mr. Gore. I want to know how it got from $23,000, for last year, 
and from $25,000, suggested by General Carroll, up to $90,000, which 
seems to be a big leap; there seems to have been no explanation as to 
why the advance was from $25,000 to $90,000 or from $90,000 to 
$95,000. 

General Parrripee. I can find out the reason for the advance. I 
have not been able to get my people this afternoon. 

Mr. Gort. We will be glad to have you do that. 

General Parrringr. I will be pleased to furnish it. 

(The following was submitted later :) 

During the negotiations in connection with the renewal of the contract it 
was assumed by both the Air Force and the contractor that the Government 
would make an advance payment of $100,000 to the contractor as working 
capital. This advance payment was hot authorized. Instead, it was agreed 
by the parties to increase the fee to $95,000. 

Mr. Gort. That would be very interesting, but we are equally in- 
terested in knowing just how it was increased from $25,000 to $90,000. 

General Parrringe. The fee was relatively well established with re- 
gard to fixed contracts, as at approximately 3 percent. We conducted 
the proceedings on the second contract on the assumption that we 
would expect them to do about four times as much work. That is how 
that was arrived at. 

Mr. Gore. You were going to pay them on the basis of $3 million? 

General Parrriper. Yes, based on the estimated work, as worked 
out by the working people, who were present during the day’s dis- 
cussion. 

Mr. Gort. The estimates in the minutes do not add up. 

General Parrripcr. No, but in the discussions which took place out- 
side the record that came in, and they came in with a fee of $3.1 million. 

Mr. Hii. You mean the estimated cost. 

General Parrrivce. The cost, not the fee. 

Mr. Gore. I notice another statement from you in which you said: 

What bothers me is when we get through with this year, we still won’t have 
anything running. We will have spent $4 million to operate something that 
isn’t running. 

Mr. Leo. $4 million through the first——— 

General PArtripGe. To ARO alone. 

General Parrringr. Yes. 

Mr. Gore. Notwithstanding that you were bothered, you still pro- 
ceeded to overrule the commander of the project, and double the 
budget, and quadruple the fee. 

General Parrripce. Yes: more than double. We doubled the esti- 
mated budget. 

Mr. Hin. May I ask another question ¢ 

Mr. Gore. Yes. 

Mr. Huw. General Partridge, do you happen to know offhand what 
the percentage fee is running over the country ? 

Mr. Gorr. That is irrelevant to the matter before us. 

Mr. Hit. I merely wished to raise the question, which was one of 
the factors—a norm—which had to be taken into account in arriving 
at the fee. 

Mr. Gore. We will get into that, Mr. Hill, at the proper time. We 
are examining the ARO contract at this time. 
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Why should this corporation be paid a fee of $95,000 for operating 
something which is not yet operating and, according to the General, 
had no chance of operating during the year for which they are being 
paid a fee for operating it? That is the question, Mr. Hill. 

Mr. Forp. That raises the question that some of the other fees may 
have been out of line. 

Mr. Hut. It is entirely possible that it does raise the whole general 
question of fees, but is it true that this fee was paid only for operating, 
or was it paid for such things as recruitment of the staff, training 
the staff, and making ready for operation, General Partridge? 

General Parrriper. The corporation was instructed in its contract 
to gather an operating staff and take over these facilities, as they be- 
came available; and, as I recall, for one, there was a warehouse, and 
then came the railroad, and so on. These items, according to my 
feeling, should be fully operated by the ARO Corp., and the reason 
for that—— 

Mr. Gore. ARO is actually receiving a fee in the amount of $95,000 
for operating a warehouse and about 7 miles of railroad. 

General Parrriner. No; it is much more than that. They provide 
us with many services, and they have, in addition, to assemble a 
technical scientific organization which one day will step into the 
operation of this facility. 

This is a most unusual facility. You just cannot go out and hire 
someone to run this agency; you have to start the facility with com- 
petent people. You have to acquire them through attractive salaries, 
and you have to train them in a similar type of facility to operate 
this in the coming years. . 

Mr. Gore. Do you exercise approval as to the particular salaries 
that they are to pay? 

General Parrrincr. We are paying salaries in accordance with the 
recommendations which fall between the practice established here 
in Washington and also that prevailing at Wright Field to see that 
we fall within similar brackets paid in the aircraft industry. 

Mr. Gore. Tell us now in detail what justification was given to you 
that caused you to exercise your superior position to double the budget 
and quadruple the fee? Give us something specific; you have been 
talking in general terms, but we are dealing with dollars and cents, and 
in pretty large amounts. Please be specific. 

Genel Parrripce. My decision was based on the staff work of my 
people, and at my own headquarters—— ' 

Mr. Gore. Do you mean General Carroll is not included in “your 
people?” 

General Parrriper. Yes. 

Mr. Gore. Was he not the commander in charge of this particular 
operation ? 

General Parrripgr. Yes; but I asked him to revise his budget in 
accordance with the plan which would reduce the AEDC and establish 
the ARO Corp. firmly on the job. We are still 5. grange there to 
some extent, and we have a plan laid out by which we will reduce 
ARO—rather, the AEDC people to a figure of about 175 by the Ist of 
July, we hope; meanwhile ARO Corp. will continue to increase over 
the same period. 

Mr. Gore. And, according to plan, continue to increase its fee‘ 
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General PArtripce. The fee is fixed; it doesn’t make any difference 
how much we pay them. Suppose we pay 1.5 million; the fee will be 
the same, and it is perfectly legal. We are allowed to pay 6 percent 
under the law, according to my understanding. If we pay $3.5 mil- 
lion, the budget, they would still get $95,000; or, if it were $4 million, 
they would still get $95,000, unless we include in the revision of the 
contract some additional pay for other extra items not included pre- 
viously. 

Mr. Gorr. What was the first item which your working people gave 
you—as you have described them—which you added to the budget of 
$1.5 million recommended by the commanding general ? 

General Parrripce. | did not at Jeast discuss these items in detail. 

Mr. Gore. Then, if you did not go into the details, how did you 
arrive at the round figure of $3 million ¢ 

General Parrriper. I took the over-all figure given me by my people. 
I do not have the competency to provide the number of people that. 
ARO should have at any particular day. I can’t do it. 

Mr. Gore. Why did you not take the recommendation of the gen- 
eral in command who had taken the time and apparently had the 
competency ¢ 

General Parrringe. 1 wanted him to depart from his plan and fol- 
low the plan we had laid out, which would give ARO a chance to 
get going. Under the plan that he was presenting, we would have 
continued—he would have—the military staff and the civilian staff, 
a strong civilian staff. The plan which I followed, which I advo- 
cated, which he disapproved, was one in which ARO would be given 
full operation. 

Mr. Gore. Did that lead to his removal from the command ? 

General Parrringe. No, 

Mr. Gore. What did? 

General Parrringe. 1 wanted him to come to my headquarters to 
assist me technically and I had arranged for his transfer so that I 
might use his skill in the over-all review of technical matters which 
come to my desk. 

Mr. Gore. Could that be described as a plan to “kick him upstairs ¢” 

General Parrripge. I do not think I could call it that; no. He isa 
man of very high technical competence. | have known him for some- 
thing like 25 or 30 years—27 years—and I am very fond of him, and 
1 would liked to have had his advice and assistance; but he is going 
to retire in a year, and when he had an opportunity to go to the Air 
University, where he will be much more comfortable, he was given the 
job. I was reluctant to let him go, but the decision was his to make, 
and he decided to go with General Edwards. 

Mr. Gore. That is after he was ordered to be moved from AEDC ¢ 

General Parrrivge. His decision was made somewhere around the 
Ist of January. 

Mr. Gore. That he would be moved from AEDC ? 

General Parrringe. That is right. 

Mr. Gore. So that your need for him at your headquarters was not 
sufficient for you to overrule the personal desire of his to go to the 
Human Resources Research Institute / 

General Parrripge. I did not feel it was; no. He has a short time 
to go. I would love to have had him if he would be happy and would 
be satisfied. It was his decision. I asked him to make the decision, 
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and he came to the decision while I was in Florida on another piece 
of business, and he called me to find out whether 1 would agree to 
his accepting the other assignment ; and I did, with reluctance. 

Mr. Gore. Are you familiar with the budgetary operations of 
ARO? | 

General Parrrincr. Not in detail. Oh, I have those figures on my 
desk, once a month, after the—the commanding general and AEDC 
actually have charge of that. 


DISCUSSION OF MEETING FOR LAYING GROUND RULES FOR NEW CONTRACT 
WITH ARO 


Mr. Gore. Just before the recess you started to tell us that there 
Was a meeting here in Washington. I believe you said prior to going 
to Tullahoma. 

General Parrrivgr. That is correct. 

Mr. Gore. What was the purpose of that meeting ? 

General Parrringr. That meeting, as I recall, took place in July. 
and at that time the ground work or the ground rules were laid out for 
the new contract. 

Mr. Gore. Who was at that meeting / 

General Parrripcr. There were a large number of people there— 
I cannot name then—people from the Arnold Engineering Develop- 
ment Center, and from General Carroll's office, and from the ARO 
Corp., and others were present. 

Mr. Gore. General Sverdrup / 

General Parrrin6e. I do not recall whether he was there or not. 

Mr. Gore. Who was there from ARO? 

General Parrrince. I do not know; it was not my meeting; [ was 
in attendance, but I was not too familiar with many of the faces; In 
fact, | was just getting acquainted with them; that was my first meet- 
ing. 

Mr. Gore. Where was that meeting held? 

General Parrriner. It was held in the Pentagon. If you like, | 
can give you the names, the list of the people who were in attendauce. 

Mr. Gore. Will you supply that for the record ¢ 

General Parrriper. Yes. 

(The information requested follows :) 


The following individuals attended the ARO-AEDC Conference on July 12, 
1951, at the Pentagon: 


Deputy Chief of Staff (Development) : 
Maj. Gen. D. L. Putt 
brig. Gen. M. &. Roth 
Col. A. S. Randak 
Dr. A. FE. Lombard 
Office, Secretary of the Air Force: Maj. Vincent T. Ford 
Headquarters, United States Air Force—General counsel: Mr. Charles Maechling 
Headquarters, United States Air Force—Judge Advocate General: Lt. Col. 
Chester W. Wilson 
Air Research and Development Command : 
Lt. Gen. E. E. Partridge 
Brig. Gen. A. Maxwell 
Maj. John J. Latella 
Air Engineering Development Division: 
Maj. Gen. F. O. Carroll 
Col. W. C. Cooper 
Lt. Col. E. T. Hovatter 








Col. C. K. Moore 
Col, Leroy G. Cooper 
Mr. Emerson Conlon 


(A subsequent check of Air Force records discloses that no representative of 
ARO, Inc., or Sverdrup & Parcel was present at this meeting. ) 

Mr. Gore. Was General Carroll there ? 

General Parrriner. Yes. 

Mr. Gore. How do you explain the fact that you came away from 
the meeting with the idea of a $3 million budget, and he came away 
with a firm conviction that $1.5 million was ample; that you came 
away with a $90,000 fee in mind: and he felt that a $25,000 fee would 
be liberal ? 

General Parrrince. I cannot recall that there was any discussion of 
how much the fee would be. We were trying to establish the general 
ground rules under which we should proceed toward the negotiation 
of the next contract. 

Mr. Gore. What were the general ground rules? 

General Parrriper. The general ground rules, as I recall, were that 
we would continue with the ARO contract; that it would be a fee 
basis, profit basis, and that the ARO Corp. and the Air Force would 
get together and try to work out the details. 

Mr. Gore. Those ground rules are not very specific ; are they ? 

General Parrriper. No; but they were important decisions, none- 
theless, Mr. Gore. 

Mr. Gore. Were you aware at the time that you insisted that this 
contract and this fee be upped above the recommendation of General 
Carroll that ARO had subcontractors who were advising ARO itself 
on how to run its own business 4 

I would like to read you what General Carroll said at the meeting 
in which you were in attendance : 

There has been considerable discussion about certain services in the manage- 
ment contract which ARO has entered into for consultation services on how to 
manage their own organization, while it is being hired as the managing operating 
contractor. 

General Parrripncr. Yes. 

Mr. Gore. Here is a new corporation, with a contract to manage 
AEDC ona fee basis, which in turn employs other consulting services, 
upon which ARO collects a fee, to tell it how to manage its own affairs. 
Yet, after hearing that, you recommended, over the advice and studied 
opinion of the commanding officer in charge, that the budget be 
doubled and the fee quadrupled. Is that proper regard for the tax- 
payers’ money, General / 

General Parrrincr. It is common practice to hire people to assist 
you in setting up a business, and it is the frequent practice to hire 
consultants. 

Mr. Gore. I am not talking about the Air Force—of course, the Air 
Force is required to employ consultants—I am directing the question 
to you as to whether this reflected on the competence of the contractor 
when you overruled the commanding officer to double the budget and 
quadruple the fee. 

General Parrripce. No. 

Mr. Gore. Just what did cause you to do that, then ? 

General Partrripce. I wanted to have more service by the ARO 
Corp. than could be achieved with $1,500,000. 
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Mr. Gore. You have told us that several times, but you have not 
given us any specific reasons for your action. 

General PArrringe. Well, the AEDC has 

Mr. Gore. Except, I might say, you did attend a meeting where 
the “ground rules” were laid down ? 

General Partrripce. The AEDC, the last account I had of it, had 
410 people. ‘These cost a considerable sum, and they were doing what 
I considered were the functions that should have been carried out in 
part by the ARO Corp. 

I was endeavoring to get the ARO Corp. to take over more of those 
duties so we could use the military and the civil service people where 
they are urgently needed, and where I cannot get them to carry out 
the functions. 

Mr. Gore. And yet in your own words, at the end of the year when 
under your administration $4 million would have been spent for 
operation, there still would not be anything to operate except a ware- 
house. 

General Parrrivge. Yes, but that is an unfortuante connotation 
that you put on there, because actually the ARO Corp. is working 
hard building an organization, and they will be actually doing run- 
down tests by the end of the contract year. 

Some time early in the following year, 1953, we should be getting 
our first experimental engine into that engine test facility. 





HIRE OF AIRPLANE BY ARO 


Mr. Gore. Did you approve of the rental of a small one-motored 
plane for $1,250 a month for ARO which was reimbursed by Govern- 
ment funds? 

General Partripcr. I did not personally approve it, although I see 
nothing incongruous in permitting an agency to hire air transportation. 

Mr. Gore. Did you examine whether that was a reasonable monthly 
fee for a plane which could be purchased new for $12,000 or $15,000? 

General Parrripge. I did not personally examine the disbursement, 
but the officer in charge of those things I am sure gave it careful con- 
sideration. He knew the item was subject to interpretation of the 
regulations, and it was his interpretation, by which I am bound I 
understand—— 

Mr. Gore. General, you have revealed the incongruity of your posi- 
tion. You have just now said the officer in charge did examine those 
things in detail and you could not. 

General Parrriper. I do not have the time. 

Mr. Gore. Is not the same thing true of the whole project ¢ 

General Parrriper. I am unable, personally, to approve, and I do 
not think that I am supposed to examine in detail, the expenditures 
which were made in connection with the AEDC, or in connection 
with any other center which I operate. 

Mr. Gore. Then, even though you did not, and say you do not 
and cannot examine the detailed justification of the project, you are 
taking the responsibility before this committee of having overruled 
the commanding general of the project by making the budget $3. mil- 
lion instead of $1,500,000, and the fee $90,000, and you are. not too 


93946 








96 


sure how it became $95,000, instead of the $25,000 fee recommended 
by the commanding officer of the project ? 
General Parrrince. Yes. 


DISTRIBUTION OF COSTS IN CONTRACT WITH ARO 


Mr. Hiv. May I ask for permission on behalf of General Partridge 
to put into the record the details of the estimated cost which led to 
the figure of $3 million on which the 3-percent fee was based? Those 
figures were available to you in the course of that all-day session, as 
I understand it. 

General Parrrince. They were discussed back and forth many 
times. 

Mr. Manon. All right. 

(The following was submitted later :) 


Contract with Aro, Inc., distribution of costs’ 


SS RR nee aE 2 too, ar, Some $121, 000 
atc Oe Sa, ceil RE 249,895 Equipment ____-__._______ 68, 600 
Transportation ______--_-- SG; GID. Dame sos ck 117, 180 
Communication__.._._--_~_ 48, 000 oasienpietemenetesiel 
Rent and utility__.._....-- 50, 000 Total estimated 

Printing and binding___~~- 15, 900 OO ee 3, 000, 000 
Contractual services____-- 192, 345 


1 Detailed breakdowns in support of each item are available and were analyzed at the 
time of the negotiations. 


(Mr. Gore submitted the following statement later :) 

I have examined the above posthearing insertion. It is wholly 
unsubstantiated by the minutes of the negotiation, as can be seen from 
reading of the minutes. Indeed, the insertion is captioned “Contract 
with ARO, Inc.” Only inferentially is it an answer to my inquiry. 

Mr. Forp. I am new in this particular situation, but I am somewhat 
interested in it. 


ECONOMY AND EFFICIENCY IN CONTRACTING FOR OPERATION OF AERC 


In your estimation, general, was it more economical and more effi- 
cient to turn it over to ARO than it would have been to operate it as 
you had previously / 

General Parrripce. Yes; certainly. 

Mr. Forp. In what w ay? 

General Parrrince. When you have a large military establishment 
at a base, you invariably build up there more supporting people than 
you would have to have under similar circumstances with a contract 
operation. This is expensive—quite expensive. 

Mr. Forp. What is expensive / 

General Parrnivgr. Let us take the airmen, for example. They 


must be given supervision. They must be given an opportunity to 


mess together , if you can get them together ; otherwise, they must mess 
separ atel y. 

You have to run a large motor pool. We are now running two motor: 
pools. I do not think “that is good. I am trying to save the Gov- 
ernment some money honestly. 

It would not seem so from the testimony, and I agree it sounds as 
though we provided it without a firm set of figures at hand, but actual- 
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ly we are trying to save the Government money and get better utiliza- 
tion of our people. We are paying all these enlisted men who mess 
separately a considerable sum of money for separate rations. 

They could be moved to some place where they could be taken care 
of along with many others, and cut down the overhead. The purpose 
is to cut down the overhead on the military personnel. 

Mr. Forp. Which plan would have achived your objective, which I 
assume is definitely connected with the mobilization effort, most ef- 
fectively ? 

General Parrripcr. The plan we adopted would, and will achieve 
the best results. 

Mr. Forp. But at a greater cost ? 

General Parrripce. ‘No, not necessarily. Probably at a lesser cost. 

You must understand in this contract we are pioneering. We have 
never had a contract of this type to my knowledge in the Air Force 
before. We have other smaller contracts like the ones that run the 
track at Edwards Air Force Base, or the one that runs the instrumen- 
tation on the range at Holloman, N. Mex., but they are relatively 
small. 

This facility that we are building is larger than anything in the 
world. There is nothing in the world like it, and the competency to 
operate the facility is just nonexistent at the present time. We have 
had to educate the people, and design as we go along. 

Mr. Forp. How much of a risk was involved for the $150,000 that 
was invested by the party undertaking this project ? 

General Parrriver. I am not able to answer that question. May I 
ask someone else ? 

Mr. Hix. I would say the risk would be substantially nil. 

Mr. Forp. In other words, these people put up $150,000 with little 
or no risk, and with more or less a guaranteed profit / 

Mr. Hitt. The only risk that I can perceive of is the risk of loss of 
reputation, and the possibility of having disallowed costs that would 
eat into the capital. As you know, costs are only allowable to the 
extent they are incurred in accordance with standards which have 
been well-established, and it is possible they will incur costs which the 
Government will never reimburse, and to that extent that comes out 
of their pocket. 


TYPE OF CONTRACT 


Mr. Forp. Was there competitive bidding on this contract? 

Mr. Huw. It was a negotiated contract. 

Mr. Forv. How long a term was the contract ? 

Mr. Hinz. The original contract expired by its terms on October 
1, 1951. This contract is terminable at will. It runs by its term, I 
believe—if you could correct me 

General Parrrince. October to October. 

Mr. Huw. To October 1952, but it is terminable at any time. 





CHECK ON DESIGNS AND PLANS OF SVERDRUP AND PARCEL 


Mr. Gore. Mr. Hill, do you realize the Air Force is using ARO per- 
sonnel to check the designs and the a of Sverdrup and Parcel? 
General Parrripcr. Yes, I do. You did not ask me the question, 


but I do. 
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Mr. Gore. Do you realize that Sverdrup and Parcel, prime con- 
tractor for design and plans own ARO, and do you realize also that 
Sverdrup and Parcel also have a contract with the Corps of Engineers 
which is constructing the project to give technical supervision in the 
use of the plans? 

General Parrrince. Yes. 

Mr. Gore. They draw three fees; one for the preparation of the 
plans; two, for the checking of the plans; and three, for the use of 
the plans, and I am wondering just where the Air Force comes in 
to check and see if the plans are all right in the first place, or in the 
last. place ? 

Mr. Hitz. Off the record. 

(Discussion off the record.) 

General Parrripce. The Air Force commander, now Colonel Moore, 
is responsible not for the construction, because that is done by the 
Corps of Engineers, but he is responsible that the facility is con- 
structed by the Corps of Engineers in accordance with the Air Force 
requirements and when finished it meets the Air Force’s requirements. 
Now, the ARO corporation has an exceedingly great interest in this 
because if this facility is completed and it will not run, and it may not, 
the ARO corporation is responsible to us in that they have been 
charged with the supervision of the inspection of the design to make 
sure it is technically able to function. 

Mr. Gore. Does the point escape you, General, that the company 
and the employees of the company held by Sverdrup and Parcel, and 
owned by Sverdrup and Parcel, is doing the checking of the plans pre- 
pared by Sverdrup and Parcel? 

General Parrrince. Yes, but they are subject to a further super- 
vision by the Air Force personnel there, and that is why the Air Force 
personnel remain there. If that were not so, we could withdraw the 
Air Force people and the civil-service personnel and leave the whole 
thing to the ARO corporation. 

Mr. Gore. You testified a few minutes ago that was the basis upon 
which you arrived at the $3-million budget ? 

General Parrripce. | may have given that impression, but I am 
sorry if I did. 

What I wanted to do is to remove the support personnel from under- 
neath that structure of the AEDC so that the total number of people 
can be reduced. We still retain in the Air Force the responsibility 
for seeing that the thing works, and I am responsible and Colonel 
Moore is responsible to me that that is accomplished. 


RESPONSIBILITY OF ARO 


Mr. Manon. In speaking of this question of responsibility of ARO, 
since it is a corporation, and since they only have an investment of 
$150,000, it would not be worth much on a multimillion dollar proj- 
ect, would it / 

Mr. Hitz. Legally, you are absolutely right. The only thing that 
you have is reputation, integrity. Invested dollars are not substantial] 
in relation to this project. 

Mr. Gore. ARO could not have had any reputation. It is just a 
newborn corporation headed by a man who has no experience what- 
soever to qualify him to head up such a corporation. 
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Mr. Hutu. I was referring to the reputation of Sverdrup and Parcel. 

Mr. Gore. That may be substantial. 

Mr. Hutz. I would like to make an observation, and that is, on the 
completion of this project if the same people are being paid twice for 
the same job, costs are going to be disallowed, and that I will person- 
ally undertake to guarantee. 


NEED FOR PERSONS OF TECHNICAL COMPETENCE 


There is one aspect of it I do not think has been quite brought out, 
and that is, a good part of this tremendous facility is very, very 
technical equipment which is constructed by concerns like Westing- 
house and others to perform certain functions. 

Now, ARO is in a position to offer an initial preliminary reviewing 
service with respect to that technical equipment which we are not. 
General Partridge, check me if this is a misstatement. Do we have 
the people of the technical competence with respect to these very, 

very complicated pieces of equipment to make the initial check which 
has to be made to determine whether they mesh in with the general 
designs ? 

General Parrripce. No. We have to start up these facilities piece 
by piece as they come along, and the ARO corporation has to be pre- 
pared to do that. They have the technical competence, and we expect 
fully they will be able to achieve their objective which is to make the 
thing run. Our project officers have general cognizance of these 
facilities, one group for each agency, “facilities, ‘and continuously 
watch the ARO corporation to see what is being done to see what the 
district engineer is doing and what the actual contractor is doing. 

Mr. Hitt. Would you say ARO has recruited able technical people? 

General Parrrincr. Yes, indeed. 

Mr. Forpv. Mr. Hill testified a few minutes ago on the basis of a 
$150,000 investment there was little, or no risk involved as far as 
the incorporators were concerned. 

At the time the fee was increased, was there any increase in the 
risk ? 

Mr. Hiix. I would say tlrere was no increase in the risk of capital. 
There was an increase in the scope of the work and the responsibility, 
and as I pointed out earlier when you are considering the amount 
that should be paid to a law firm, or an engineering firm or an account- 
ing firm, capital invested with those firms may not be the predominant 
consideration. In other words, you have to consider the fact that es- 
sentially it is a service operation, and that law firms, accounting firms, 
engineering firms, or architectural firms ordinarily do not have large 

capital investments. 


REASON FOR GIVING CONTRACT TO ARO 


Mr. Gore. What was the basis of giving this contract to this cor- 
poration in the first place 4 

Mr. Hitz. I am not in a position to answer that. That contract 
was awarded 18 months, or so, ago—more than that, and I cannot 
testify to that from my own knowledge. 

Mr. Forp. Is there : anyone who can? 
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Mr. Hix. I suppose those concerned with the decision at the time. 

Mr. Forp. It was a negotiated contract ? 

Mr. Hixt. It was a negotiated contract. 

Mr. Forp. Were there any other parties interested in the contract 
initially ? 

Mr. Hr. I am not in the position to answer that. 

I would say this, I would be interested to discover whether a large 
well-established corporation would find this project particularly in- 
teresting from the standpoint of necessiy of devoing a lot of technical 

ersonnel, having the headaches and responsibilities of operation, and 
1aving very little in the way of gain outside of the fee itself. 

Mr. Forp. Do you mean to tell me that a large corporation is not 
interested in a guaranteed return ? 

Mr. Hix. I would be interested to know whether it would be pos- 
sible to interest a company like General Electric in the operation of 
this facility. I think that it would take a great deal of salesmanship 
in order to do it. 

Mr. Forp. Do you not think in the Air Force there must be other 
similar projects where large corporations have gone in and done a 
similar job? 

Mr. Hi.. We have no other comparable project. As General Part- 
ridge testified, this project in magnitude and importance is unique. 
The nearest thing we have to it would be, I think, a modification cen- 
ter, where we arrange with aricraft companies to come in and modify 
aircraft. That is really not comparable. 

Mr. Forp. From my experience, I have never seen any business 
organization that was not interested in undertaking a project that 
guaranteed a return for the risk involved, and certainly upon the 
basis of your testimony there is no risk involved, or very little. 


Mr. Hit. Risk of capital. 


DISCUSSION OF OPERATION OF PROJECT ON NONPROFIT BASIS 


Mr. Manon. Mr. Ford is raising a question there which baffles me a 
little. I am not accustomed to this type of operation. Some sug- 
gestion has been made that this multi-million-dollar facility be 
operated on a nonprofit basis. No one is going to operate anything 
on_a nonprofit basis. What do you mean, nonprofit basis? 

Mr. Hitt. That is the problem that we have been wrestling with. 

Mr. Manon. A man would be a fool to operate a nonprofit busi- 
ness if he were a businessman, unless perhaps he had certain philan- 
thropic or humanitarian objectives. 

Mr. Hitz. That is right. 

Mr. Manon. If a school, or a series of colleges, wanted to get out 
and experiment with this sort of thing it would be understandable, 
but I would not want to turn over to a bunch of long-haired professors 
the operation of this. I would be glad to have their technical skill 
and knowledge, but the thing baffles me, frankly. Perhaps I am un- 
able to really understand what it is all about. 

If I were a businessman or corporation IT would not assume the 
responsibility of operating this $200 million project for a few thou- 
sand dollars a year if I had to involve much of my best personnel 
in the venture. I would rather be in a field where I could make more 
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money if I were a businessman, so I do not comprehend this as well 
as I should, Perhaps Mr. Gore and Mr. Ford do, but I do not. 

Mr. Hitx. 1 am frank to say I do not comprehend it, either. If you 
assume somehow a nonprofit operation were correct and you went 
to a university, I think the answer from the university would be 
“No; we want a profit,” because that is exactly the answer that we 
get when we go to them on research and development matters which 
are of interest to them, which they can do in their own facilities and 
laboratories. 

The alternatives, as I indicated, were Government operation which 
had draw-backs which I mentioned, or the so-called nonprofit. opera- 
tion which to me is completely amorphous. I do not know how you 
would get your teeth into it. 

When you get into an operation for profit, I do not think that the 
predominant consideration is how much capital is risked, but how 
much of your able personnel you tie up and how much responsibility 
you have, and elements of that kind. 

Mr. Manon. If you have a lot of people and they are out of a job, 
and you ought to keep those people employed, you could say—let me 
operate this facility for you. I will keep my people employed and 
they will get good pay and I will draw a modest salary, or a big 
salary. 

I can understand an operation like that. The thing really con- 
fuses me, and I would like to understand it better to be perfectly 
honest about it. 

Mr. Burpven. I think the so-called nonprofit operations always con- 
tain substantial charges for overhead, as Congressman Gore brought 
out in his comment on the AEC operation. 

Mr. Manion. Why would anybody want to run an AEC operation 
without getting any money for doing it? 

(Off-record discussion. ) 

Mr. Manon. Mr. Hill, let’s have your statement on the record. The 
only thing that sheds any real light on this is always off the record. 

Mr. Hix. Mr. Mahon, I would like to try to answer that question 
for you. I have a serious question whether any large corporation with 
the necessary technical competence would be eager to take on the head- 
aches, responsibilities, and risks inherent in running an atomic-energy 
operation for no fee, or a small fee, or even for what Pmight be regarded 
as a fairly substantial fee. These corporations have too many at- 
tractive opportunities for investing their executive talent and their 
technical personnel—opportunities which may produce real profits— 
to be attracted to a no-fee or small-fee operation of a Government 
facility. I really think that these corporations are attracted to the 
atomic-energy operations for quite a different reason—a reason which 
has nothing to do with the fee which they earn. Take the case of 
General Electric, for example. No one can predict exactly what the 
effect of atomic energy may be in nonmilitary applications. It is 
entirely conceivable that atomic energy might supplant or certainly 
materially affect other forms of power which are now in use. Ob- 
viously, General Electric has a big stake in the matter. What would 
be more natural than for General Electric to desire to acquire the ex- 
perience and know-how to enable it to stay in the lead in this enorm- 
ously important field of atomic energy. Its stake is not immediate 
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profits in the form of the fee which it might earn but rather the 
opportunity to acquire immensely valuable knowledge and experience. 

Mr. Manon. I cannot understand why anyone wants to run a big 
enterprise for nothing if they are in business. 

Mr. Huu. To repeat, the only answer that I can give to that is, 
either they have unemployed people that they want to somehow find 
employment for, which I am not aware of, and if there are situations 
like that, I do not know of them, or in the alternative, they think 
that they can develop technical knowledge and competence which 
will serve them in good stead in future years. 

Mr. Manon. In other words, if General Electric, or the big com- 
panies can use these places to train personnel and develop techniques, 
they would get something out of it? 

Mr. Hix, That is right. 

Mr. Manon. In other words, on the surface it would be nonprofit, 
but otherwise it would be a profitable proposition. It has to be. 

Mr. Gore. That does not go to the heart of this problem. The 
research and development recommendation was that the operation of 
wore project be a “not for profit” organization composed of the air- 

‘raft. industry, the leading technological universities and other busi- 
ness representatives. The employees of the corporation would be 
paid a salary. The employees of ARO are now paid quite handsome 
salaries, paid all they are worth, and there might be some question as 
to whether some of them are worth what they are drawing; but in ad- 
dition thereto, there is a very large fee to be divided up for which 
no service, so far as I can see, is rendered, at least no service com- 
mensurate with the fee, so the colloquy here does not go to the heart 
of this problem, it seems to me. 

To illustrate that ARO has been out to get all they could from the 
Government, General Sverdrup insisted upon having a percentage, or 
having a “take” of the power which one Federal agency furnished to 
another. I must compliment General Partridge for resisting that. 
A good deal of the minutes are taken up with ‘the colloquy between 
General Partridge and General Sverdrup regarding that during 
which General Partridge resisted the claim of Sverdrup for a toll 
upon the power which ‘the TVA furnishes AEDC but the fact that 
he would insist upon it is evidence in itself, as if more ev idence were 
needed, that. ARO is out to milk the Government for all that it can get. 

Mr. Huu. May I address myself to the first part of your comment 
by asking you a question? Under the recommendation that you refer 
to, where would you look for responsibility? You have an amorphous 
organization which is sort of like a committee, with nobody really 
charged with responsibility: nobody having an incentive. If some- 
thing goes bad in the operation, if a fire breaks out, where do you look 
for responsibility ? 

Mr. Gore. Did you ever hear of the board of directors of Harvard 
University, or the board of trustees of the University of Tennessee ? 

Mr. Hitt. I think that there you are talking about quite a different 
matter. I think the motivation that operates in the case of an educa- 
tional institution, and in something of this kind, is quite different. I 
mean, I think organizations such as the Carnegie Foundation and 
educational institutions have a motivation which is not a profit motiva- 
tion—it develops over the years and it has elements which are different 
from the operation of an industrial facility. 
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Mr. Gore. This question was gone into thoroughly by one commit- 
tee. It brought in a recommendation for a nonprofit operation. An- 
other board was set up under the chairmanship of another distin- 
guished gentleman. It too, brought back the same kind of a recom- 
mendation. Now, you and I might explore it across the table, but 
not as expertly as either of these boards, I dare say, set up for the 
purpose. I might ask you, How is it that the Air Force operates other 
wind-tunnel projects under its supervision? You have no such con- 
tract as this one to operate any other wind tunnel. 

Mr. Hiru. Well, as General Partridge pointed out, this project in 
its magnitude, in its complexity, in its importance is without parallel 
in the Air Force or in this country or in the world. It is just that 
important. 

Mr. Gore. So far as I know the contract with ARO is without 
parallel. 

Mr. Huw. If you mean by that that we have no other contract with 
ARO, that is correct. If you mean by that, that there are no other 
contracts for the management of Government facilities, I beg to differ. 
There are contracts. 

Mr. Gorr. Oh, I do not mean that at all. 

Mr. Manon. Mr. Gore, am I to understand that you are of the 
opinion that a private concern or corporation should come in and 
run this thing for nothing? I do not quite understand that. 

Mr. Gore. | am referring to the recommendation of the Research 
and Development Board which I mentioned. 

Mr. Manion. If you have a group of airplane companies and people 
who have axes to grind, who come in and run an organization, where- 
by they will get an indirect profit, I could understand it. However, 
how can you expect to get. a place operated and get the brains and 
know-how necessary to operate a place and pay nothing for it except 
just for having the employees there? 

Now, if the Air Force employs these people, then, of course, it is 
a nonprofit organization, and you pay them just like the other civilian 
and military employees of the Government. 

Mr. Gore. I think it is an indictment of the Air Force to claim that 
it cannot operate a technical facility. It is my own opinion that Gen- 
eral Carroll, who has been removed from his command, has far and 
far away more knowledge of aerodynamics than Mr. Leo or Mr. Sver- 
drup or Mr. Parcel. Why not let a man like General Carroll run it? 

Mr. Hitt. May I speak to that for just 1 minute? Mr. Burden 
will follow up. 

The problem of recruiting aerodynamic engineers is a very great 
problem. 

Mr. Gore. You dismissed the greatest aerodynamic engineer you 
had. That is not very intelligent recruiting. 

Mr. Hitt. Well, when you say he is dismissed, I think that is a con- 
notation IT would not like to follow. 

Mr. Gore. I should say he was removed from his command and 
assigned to the Human Resources Research Institute. _ 

Mr. Huw. I think General Partridge explained the circumstances. 

Mr. Gore. Yes. General Partridge explained that he wanted him 
in his headquarters, but evidently the need was not so very pressing, 
because subsequently he agreed for General Carroll to go to the Human 
Resources Research Institute instead. 
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General Partriner. May I talk off the record a few minutes? 

Mr. Manion. Let us give both of you gentlemen 4 or 5 minutes to 
talk up. 

Mr. Hi. Mr. Burden can run down the list, and we can supply for 
the record the names of the bright engineers who have been recruited 
and who are in training for that needed program. 


AVAILABILITY OF COMPETENT TECHNICAL PERSONNEL TO FEDERAL 
GOVERN MENT 


The regrettable fact is that the Government cannot pay the kind of 
money which is necessary to get that kind of a person, just as we can- 
not pay the kind of money whic h is necessary to get engineers to design 
aircraft, and that is why we do not design aircraft. Aircraft are 
designed by Boeing and Republic and all the other companies that do 
it, and they pay their engineers enough money to get them and to keep 
them, and even so they are very tight. The Government simply is not 
in a position to rec ruit them. You can deplore it. You can regret it. 
But it isa simple, hard fact which has to be lived with. 

Mr. Manon. That is what General Carroll pointed out in his letter. 
That is what the shooting was all about. I have understood that, but 
nobody mentioned that before. 

You cannot get the money that you want to get for civilian person- 
nel, and pay the salaries you want to pay, so you are just using this 
as a mechanism to get these people which you want without putting 
them directly on the Government payroll. That is what seems to me 
to be the facts of the case. 

Here I go again interrupting you. 

Mr. Gore. I would like to give an illustration of just what ARO did 
in pursuance of this policy. 

I think I have told the chairman about it, but maybe not Mr. Ford. 

A retired general, for whom I have nothing but kindly regard, was 
the Assistant General Manager of the Atomic Energy Commission, at 
a salary of $17,500, which, so far as I can learn, was the highest salary 
he ever drew in his life, and he had the greatest responsibility I be- 
lieve that he had ever had. He seemed happy and contented in his 
work. ARO employed him away from the Atomic Energy Commis- 
sion, where he was on a Government salary, and pays him not $17,500 
but $30,000, which we have to pay out of another pocket. That is an 
example of what this does for us. 

Mr. Hitt. Mr. Gore, if he could get a salary twice that in something 
else it must be taken into consideration. There are two or three : aspects 
to that. 

Comparing the salary for the manager of an operation like AEDC 
with the salary of the manager of another enterprise, to me, at least, 
indicates that General Ferrill’s salary does not seem out of line or 
disparate. As a matter of fact, it seems to me to be on the low side. 
That is one aspect of it. 

The other aspect of it is whether people who have been in the 
Government, whether they be retired officers or those people who 
have had appointive or elective offices, can go out into private business. 
The books are full of examples where for various reasons they have 
been patriotic and have worked for the Government, and nobody, it 
seems to me, should say that they should be forever penalized and, 
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therefore, held to the salaries they had when they were in the Govern- 
ment. If they are able, if they are competent, “what is the objection 
to paying them what they are worth in relation to comparable values? 

Mr. Gore. You seem to be missing the point entirely. The Govern- 
ment was obtaining the services of General Farrell and I think his 
services were valuable. I do not mean to be uncomplimentary to him. 

However, out of the other pocket of the taxpayer he is paid almost 
twice as much as he was being paid for rendering certainly no less 
than equal responsibility. Now he is being paid the $30,000. If the 
Government had obtained the services of one whose services it could 
not obtain at $17,500, then that would be a case in point?) The way 
it operates is that we get the same services, the services of the same 
man, yet by this device we nav twice as much, almost. 

Mr. Hix. Then if any other company had offered him a job, paying 
$20,000, $30,000, or more, your position would be that no, he should 
turn it down and stay at the $17,500? 

Mr. Gore. I take no such position. How could you suggest I take 
such a position ¢ 

Mr. Hix. [ am just trying to get at the point. 

Mr. Gore. You seem to be having great difficulty seeing the point. 

Mr. Hit. I am suggesting that you have two aspects to it. The 
second aspect is that many people leave Government and get more 
than they have gotten before. 

Mr. Gore. Not out of the Government’s other pocket, though. 

Mr. Hut. If they left and went with General Motors, and Generat{ 
Motors hi: appened to have a Government contract, I assume that some 
part of their salaries would come back in costs to the Government. 

Mr. Manon. On that point, General McNarney went to the great- 
est aircraft manufacturing plant im the world a short time ago as 
president, and almost all of their business is with the Government. 
As a general he would get this pay, but in this job he gets, of course, 
many thousands of dollars, and indirectly the Government pays it, 
but not as directly as in ARO. 

Mr. Gore. I want to question the propriety of General McNarney 
leaving the Government and taking employment under those circum- 
stances. 

Mr. Manon. He was retired. 

Mr. Gore. Even so, with a distinguished career, which he has had, I 
question the propriety of his going to an aire raft concern which does 
its business almost exclusively with the Government. W hy do they 
hire him? ; 

Mr. Manon. Admiral Morrell has left the Navy. General Ira 
Faker has left. There are many of the military personnel who have 
retired. There are also civilian personnel of the Government who go. 
General Eisenhower left the Government and went to Columbia 
University. 

Mr. Gore. Columbia University, though, is not under contract with 
the Government. 

Mr. Manon. Columbia University is not under contract with the 
Government to any particular extent. 

Mr. Hinw. M: ay I say, Mr. Gore, in partial answer to that, that there 
are statutes which very carefully regulate the activities of retired 
officers. 
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Mr. Manon. Nevertheless, I would say that I personally frown 
upon. the practice of these retired officers going to these companies 
which have the major portion of their business with the Government. 
I do not defend them, and I have taken time in the hearings here to 
criticize them heretofore. 

Mr. Hitz. That is right. But it is not for the services to attempt 
to control it by establishing greater restrictions than are provided 
by law. That is the difficulty. It is not for us to attempt to control 
it, as to their post-retirement activities. It would be a remendous 
burden on the services to say to a retired officer—if the Congress saw 
fit to do it, that would be something else—*Anybody who retires from 
the service shall be forever barred from taking employment with any 
company which has any business with the service from which he 
retired.” It is hard for the services to take that position. 

Mr. Gore. Having “any employment” with “any company” which 
has “any business” with the Government, that is one thing, but to take 
employment with a concern whose whole business is with the Govern- 
ment is another thing, and particularly so when the particular branch 
of the Government in which that particular general or admiral has 
had distinguished service is involved. 

Mr. Hixx. I do not know that General Farrell had active duty with 
the Air Force. 

Mr. Gore. I am not addressing these remarks to General Farrell. 

Mr. Burpen. | think it might be helpful to have for the record the 
names of the people in charge of the work, on these three facilities, who 
are technicians of considerable competence. 

Mr. Manon. Let us have their names and salaries. 

Mr. Burpen. Yes. I will give you the biographies. 

Mr. Manon. This is about a $200 million project ? 

Mr. Hitz. So far there has been $157.5 million authorized. Addi- 
tional authorization may be necessary. 

Mr. Manon. Yes. 

Mr. Hitz. It isa tremendous facility. 

Mr. Manon. I am sure Mr. Gore and I recognize that a $200 million 
business is important. 

So far as running that business, if the man were running it for the 
Government you would have difficulty in paying him too much, if he 
really did the job which was worthy of the position which he held. 
A $100,000-a-year man running this show might save the Government 
much more money than a $6,000-a-year man. 

I do not want to just take a $6,000-a-year man in and put him in a big 
job which he cannot hold. 

Mr. Burven. For the record, the director of the propulsion wind 
tunnel facility preparatory work is John M. Wild, formerly an associ- 
ate professor of aeronautical engineering at Cornell University. He 
receives a salary of $16,500 a year, and his full qualifications are listed 
here. 

(The information is as follows :) 


WiLp, John M., Assoc. Prof. Aeron. lngrg., Cornell Univ., Ithaca, N.Y.; res. 
134 Crescent PL, Ithaca, N.Y. Aeron. Engr., Teacher ; b. Milwaukee, Wis.; Feb. 
20, 1913; s. Oscar F. and Florence M. Wild; ed.; Purdue Univ., R.S.M.E. 1937 
(with distinction) ; Cal. Inst. Tech., M.S. Aeron, Engr. 1940; Kappa Delta Rho; 
m. 1939, Anne Remtuak; ch.; John Matthew, Mech. designer, Associated Elec. 
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Labs., Chicago, 1937-39; grad, asst., Cal Inst. Tech. 1939-40; chief aero-dynamics 
engr., Northrop Aircraft Inc., Hawthorne, Cal., 1940-46; assoc. prof, aeron. engrg., 
Cornell Univ., 1946-. Mem.: I. A. S.; Sigma Xi. Acting Director, Engineering 
ARO; Chief, Propulsion Wind Tunnel Faculty. Salary, $16,500, 


Mr. Gorr. That is not a salary above a Government classification. 
Mr. Burpen. Well, he was working for the Government, however. 
Mr. Gorr. However that size salary could be paid under civ il service. 
Mr. Hint. I do believe so, Mr. Gore. 

Mr. Gore. In the classified service there are many salaries of that 
amount. 

Mr. Huw. In the case of the Atomic Energy Commission, the mem- 
bers of other Commissions—statutory appointees—that may be, but 
even if you get a GS-18, which is the highest in the ¢ ‘lassified service, 
i believe it is well below that figure. 

Mr. Manion. You may insert the other reference material in the 
record. 

Mr. Burven. Yes. 

(The information is as follows :) 


Smecr, Ronald: born, December 4, 1913, in England. Served the Heme Guard 
and RAF. Graduate of Cambridge University. Prior to his connection with 
AEDC, he was Deputy Chief of the Aero Ballistics Research Department of the 
Naval Ordnance Laboratory from January 1950 to May 1950. Prior to that 
he was Chief of Applied Mechanics Unit of Naval Ordnance Laboratory frem 
October 1948 to January 1950. From June 1947 to October 1948 he was the 
Head of the Guided Weapons Department of the Royal Aircraft Establishment 
of England. From January 1946 to June 1947 he was Head of Gas Dynamics 
Department of Royal Aircraft Establishment. From January 1942 to January 
1946 he was head of High Speed Flight Department of the RAE. From Septem- 
ber 1935 to January 1942 he served as aerodynamicist in the RAK. B. A. and 
M. A. in aeronautical engineering, Chief, Gas Dynamics Facility. Salary, $10,000. 


Newton, Gaylord W., project engineer, Engine Test Facility. Chief of Engine 
Test Facility. Bern July 16, 1906, in Buffalo, N. Y. Graduated in Aeronautical 
Engineering, D. Guggenheim School of Aeronautical Engineering, New York 
University, with a degree of bachelor of science in mechanical engineering, after 
a 5-year course including postgraduate work in industrial, mechanical, and aero- 
nautical engineering. Graduated from George Washington University in 1934 
with law degree LLB after 4-year night course. After eXamination was admitted 
to the bar in the District of Columbia in 1984 and in the State of New York 
in 1935. Employed by the CAA in Washington, D. C., from 1929 to 1941 as 
Chief of the Power Plant Unit in charge of engineering examination, and 
issuance of approved type certificates for engines, propellers, and power plant 
installation. Initiated regulations and supervised engine testing and flight 
testing methods. Employed by Boeing Airplane Co., Seattle. from 1941-51. 
From 1948-50 was Chief of the Power Plant Staff Unit covering preliminary 
design, resenrch, power plant facility, laboratory testing and fighting testing of 
all phases " power er installations in aircraft, including B-17, B-29, B-50. 
C-97, B-47, B-52 1951 was special project engineer for preliminary design 
of new propeller ‘turbine installation and for special research projects. Holds 
active private pilots’ license since 1931. Member of NACA Committee on Power 
Plants and Subcommittee on Fuels and Lubricants, 1935-40. Chairman, Air- 
erafts Industries Association, Power Plant Installation Subcommittee, 1949. 
Member, 1943-51. Member NACA Subcommittee, Aircraft Fire Prevention, 
1947 to present. Member of Institute of Aeronautical Sciences. Chief, Engine 
Test Facility. Salary, $16,000. 


Mr. Burven. IT think this also might be helpful. You asked for 
the reasons behind contract authorization. 
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LETTER FROM GENERAL CARROLL 


Mr. Manon. Also, we will place in the record General Carroll's 
letter with regard to this project. 
(The letter is as follows:) 


UNITED STatTes Atk Force, ATR UNIVERSITY, 
HUMAN Resources RESEARCH INSTITUTE, 
Mazrwell Air Force Base, Ala., March 21, 1982. 
Hon. George MAHON, 
House of Representatives, Congress of the United States, 
Washington, D.C. 

My Dear Mr. Manon: I have received your letter of Mareh 17, 1952, relative 
to the Arnold Engineering Development Center and ARO, Ine. 

The site for the Arnold Engineering Development Center was established by 
Mr. Symington, then Secretary of the Air Force, on Nevember 9, 1949, Shortly 
thereafter several conferences were held with Gen. Muir Fairchild, then Assistant 
Chief of Staff, United States Air Force, and with Mr. Symington, relative to the 
subject of management, operation and maintenance of facilities of this installa- 
tion following their construction. The decision was finally made by Mr. Syming- 
ton that a contractor type of operation would be used. Mr. Symington also de- 
cided upon a cost-plus-a-small-fixed-fee type of contract. It is presently an ex- 
pressed opinion of the Air Research and Development Command that this type of 
contract will probably be used at several other of the research and development 
facilities of the Air Force based primarily upon the following reasons : 

(a) The Air Force is in the process of a great expansion matérielwise with- 
out a corresponding expansion of military personnel. It is felt that there will 
be no increase and most likely a drain from research and development installa- 
tions of military personnel to meet the expansion needs of the tactical units. 

(6) There is likewise a general feeling that the present ceiling on civil-service 
personnel will not be materially raised. 

The required workload then to meet the research and development needs of the 
Air Force will necessarily have to be met through other methods, that is, by 
contract operation. 

The sole purpose of ARO, Inc., is, and this is provided in their contract, to 
manage, operate and maintain the AEDC facility. These facilities are being 
constructed on the site of old Camp Forrest, a ground force post during World 
War II. After the war this site reverted to the State of Tennessee. One of the 
factors in the selection of Camp Forrest was the promise of the State to turn 
some 31,000 acres back to the Federal Government without cost. The present 
site of AEDC is in no way connected with William Northern Airfield which is 
located some 15 miles to the west. William Northern is being used on a lease 
basis only until office facilities become available at AEDC. 

Theoretically, ARO, Inc., would not come into existence until the facilities 
of AEDC had been constructed, shaken down and made ready for complete opera- 
tion. This is not a practical solution. A great number of facilities are involved, 
scarcely any two of which will be completed at the same time. Some of them 
have already been completed, accepted and turned over to ARO, and as each 
unit of the installation is accepted by the Corps of Engineers and turned over 
to the Air Force it will in turn be turned over to ARO, Inc. It is for this reason 
that ARO, Inc., was placed in business before the final gompletion date of all 
the facilities. There is a very close working arrangement with formal com- 
mittees set up between the Air Force, the engineers, and ARO, Inc., to keep ARO 
fully informed of the probable acceptance date of each unit. This is done in 
order that ARO, Inc., may take preliminary steps in hiring and training of 
qualified people over appropriate periods of time prior to the estimated accept- 
ance date of each unit of the installation. 

ARO, Inc., in their first contract year, fiscal year 1951, employed a few key 
technical personnel who are the nucleus of the operating units for the three 
main test facilities and the supporting utilities. The Air Force, under a pro- 
vision of their contract, makes use of these key ARO people to review the designs 
proposed by Sverdrup and Parcel, Inc., the architect-engineer firm, and to make 
recommendations to the Air Force. ARO, Ine., also, at the request of the Air 
Foree, employed outstanding people in industry on a consultant basis, in the 
fields of thermodynamics, aerodynamics and guided missiles to assist them in the 
review of the designs in order to establish the latest requirements of the aero- 
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nautical industry and to insure the technical adequacy of the facilities before 
large sums of money have been spent on their construction. 

I would like to state here that neither ARO, Inc., the operating contractor, nor 
Sverdrup and Parcel, Inc., the architect-engineer firm, procure any physical 
thing whatsoever connected with the construction of AEDC. The procurement 
of equipment such as motors, compressors, exhausters, instruments, is made by 
the Air Force through the Air Matériel Command. All construction of buildings, 
roads, water systems, electrical-distribution systems, dams, and the assembly 
of the equipment into the test buildings is carried out on specific direction from 
the Air Force to the Corps of Engineers. The Corps of Engineers in turn accom- 
plishes the actual construction through contracts with the construction industry. 

It is my personal opinion that ARO, Inc., has done an admirable job and has 
been of the greatest assistance to the Air Force in working with the aeronautical 
industry and Government agencies to insure that the facilities being built are 
technically capable of meeting the requirements of the Department of Defense 
and industry for a good many years to come. 

I do feel that it is necessary for the responsible Air Force officials to establish 
an atmosphere of mutual confidence with ARO, Inc. The Air Force, particularly 
during this experimental period, should maintain firm control of the over-all 
project to see that ARO, Inc., builds its organization efficiently and at no greater 
rate than is required to establish an effective management and testing organiza- 
tion in step with the construction program. 

I hope that the above is not too long and involved. I have tried to very briefly 
indicate the reason for adopting the contract type of operation for the AEDC. I 
have also tried to indicate the working arrangement and the great usefulness 
that the ARO organization is to the Air Force even before the final completion of 
all the facilities. They have been very helpful in establishing the technical 
adequacy of these very large and expensive testing units. The sequence of con- 
struction also enables ARO to build up gradually and efficiently instead of being 
called upon at some future date to appear upon the scene with a fully developed 
organization completely unfamiliar with the installation. 

Very truly yours, 
F. O. CARROLL, 
Major General, USAF, Director. 


RECOMMENDATION OF RIDENOUR REPORT ON CONTRACTOR OPERATION OF 
PROJECT 


Mr. Burven. These are the minutes of the same meeting Congress- 
man Gore was reading from earlier, and as to this Ridenour report, 
which was referred to: 


It contained recommendations that the research programs and facilities of 
the nature here being constructed should be brought into being at the earliest 
possible date and, in the committee’s opinion, greater efficiency would result 
from a contractor operation of such installation. This was believed to be the 
case for several reasons, some of which are: 

1. Delays are not infrequent in Government-operated facilities due to admin- 
istrative procedures commonly called “red tape.” 

2. The necessity of securing the services of a number of highly skilled men 
in the scientific field who would not be available for the compensation which 
could be paid by the Government. 

3. Difficulties inherent in the Government’s civil-service system. 

4. Lack of desired permanency of military assignments. 

5. Other cogent reasons. 


LIMITATION ON FEDERAL SALARIES 


Mr. Manon. But the taxpayer and the Congress is not going to 
stand for salaries in civil service and otherwise which would be paid 
through this device, and we have a limitation on the classified em- 
ployees in the Department of Defense for the current fiscal year of 
500,000. It just all more or less boils down to this: You are using this 
to more or less, I would not say circumvent, but to get the people to 
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run this thing without having to ask for these high-priced people, 
and you do not think you can get them and, in some instances, 
employ them unless you have some devices of that kind. Am I some- 
what right ? 

General Parrrincr. You are heading in the right direction, but we 
do the same thing with the aircraft companies. Mr. Hill has already 
mentioned that. We could not within the Air Force build a B-52, I 
am sure, 

Mr. Manon. We do not want you to. Why should you? 

General Parrringe. But you are suggesting that we might be able 
to run this installation and supervise the building and design and 
everything of it, of a couple of hundred million dollars. It is a very 
highly technical thing. 

Mr. Manon. But you could go out and hire a $100,000-a-year man 
to run it. You could do that. 

Mr. Gore. Do you not think, General, that you could hire someone 
for $20,000 of the capabilities equal to those of Mr. Leo? 

General Parrringe. I am not in a position to judge Mr. Leo’s quali- 
fications personally He did a most outstanding job in the Air Force as 
Director of Public Relations. 

Mr. Gore. Do you not think you could employ someone with the 
capabilities of General Farrell for $17,500? 

General Parrringr. I do not feel I am qualified to judge the com- 
petence of people being hired by ARO. I have to judge ARO on 
its ability, and I am trying to give them a chance to demonstrate 
during this contract period. 

Mr. Gore. How are the other wind tunnels of the Air Force 
operated ¢ 

General Parrripcr. The ones at Wright Field are operated by civil- 
ians and by officers; mostly civilians. 

Mr. Gore. How do you possibly operate that way ? 

General Parrriver. We started off far back, in 1925, building these 
wind tunnels, and we kept on adding and gaining confidence, and 
adding these people as they came along. But you cannot do ghat with 
this. This isa very long step into the future. 

Mr. Gorr. Do you think the ones at Wright Field are operated 
efficiently ? 

General Parrrincr. They are operated as well as we can operate 
them under the civil-service rules, but I am sure you could get all kinds 
of arguments on both sides, if someone were to suggest that they be 
given to a contractor and operated on a contract. 

Mr. Gore. You think there would be resistance even within the Air ° 
Force to that? 

General Parrrince. There would, indeed, particularly among the 
civilians. 

Mr. Gorr. Do you have other wind tunnels in other places? 

General Parrringe. No. We make as much use as we can of the 
other wind tunnels in the country. There are those belonging to 
the aircraft companies. We also use the NACA all the time, when- 
ever we need a project investigated. 

Mr. Gore. Does the NACA have a cost-plus-fee contract to operate 
its wind tunnels? 

General Parrripee. I do not think that they do. I think they op- 
erate theirs some other way. 
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Mr. Gore. In other words, this is an innovation. 

General Parrringe. So far as I know this is an innovation. 
I am out of my field now. 

May we go off the record here ? 

Mr. Gore. Surely. 

(Discussion off the record.) 


FUTURE OPERATING COST OF AEDC 


Mr. Gore. What will be the operating cost of the AEDC? 

Mr. Burpen. We have an estimate that it might run up to a maxi- 
mum of $9,200,000 by 1956. 

Mr. Gore. According to this contract, then, the fee of ARO would 
run up to $295,000 a year! 

Mr. Burven. There is no reason why the fee should stay the same. 
The fee could be different every year. 

Mr. Gorr. It could have been different this year. I have — 
trying to find out why it was not different. It was $ 23, QUO last ye 
The contract is a percentage contract 

Mr. Hinx. What you are suggesting is that we stay constant on 3 
percent of the estimated cost, and if the estimated cost is of the order 
of $10 million, the fee will be $300,000. 

Mr. Gore. That is how General Partridge arrived at the $90,000 
this year, he said. 

Mr. Hitz. There is one factor there. I do not think that is im- 
plicit in what we have been saying here. The problem is: What is 
a fair fee for doing this kind of a jobf What is a fee that will at- 
tract the kind of company necessary to do the job? 

It is hard to talk about it in the abstract. 

Mr. Gore. General Carroll recommended $25,000, which was 162% 
percent return on the investment, and yet after a ground rule con- 
ference in the Pentagon, at which ARO was in attendance, a fee of 
$90,000 turns up. 

Mr. Hivy. Usually the contractors want more than the Govern- 
ment is prepared to pay. That is part of the job of trading. It does 
not surprise me that ARO was present at a matter which involves the 
determination of its fee. 

Mr. Gore. It is a bit surprising to me that they would turn up at a 
conference in the Pentagon where the ground rules for general con- 
tracting are to be considered. Yes, it 1s definitely surprising to me. 

Mr. Hix. 1 was not at the meeting, but when you talk about the 
ground rules, one of the questions was: Who ‘undertakes what ? 
What is to be the division of responsibility and function as between 
ARO and AEDC? 

Mr. Gore. And where cost-plus contractors are involved, how much 
goes he get? 

Mr. Hitz. But to determine the ground rules the first thing you 
have to determine is how much is the contractor going to be asked to 
do? Is he going to build 10 airplanes or 50 airplanes! Is he to be 
responsible for running the Fire Department, or is he not? Those 
are the kinds of questions which are involved, as to a delineation of 
function and responsibility between the Government people, the 
AEDC people, on the one hand, and ARO on the other. Certainly it 
is the sort of thing you would want to talk out. 
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Mr. Gore. You have been rather eloquent this afternoon in point- 
ing out that there should be a fee commensurate with responsibility, 
and that we should not pay an operating engineer or an operating cor- 
poration according to its capital investment. You have justified in 
strong language the payment of a fee on a percentage basis. 

Yet, when I project the ARO contract onto the budget which Mr. 
Burden has forecast, then you give us the other side of the ar gument. 

Mr. Hitt. I apolegize for having been forceful. 

Mr. Gore. I congratulate you upon having been an able attorney, 
with a lot of fac ility. 

Mr. Hint. I apologize for being forceful. That has not been my 
intention. 

Mr. Gore. I want to congratulate you for having been forceful. 
You are quite alert and have the facility of arguing both sides, and 
that, to me, is an accomplishment of a sort. 

Mr. Hix. I have to decline the compliment, Mr. Gore, and suggest 
that actually when you come to the negotiation of a fee, just as when 
vou come to the question in renegotiation of what constitutes excessive 
profit which is to be recaptured ‘by the Government, you have to con- 
sider all kinds of factors. There is efficiency, capital, and many other 
things. 

Mr. Gore. As one lawyer to another, I submit ARO as exhibit A. 
You understand that language? 

Mr. Hirt. I understand what exhibit A is. 

Mr. Mauon. Off the record. 

(Discussion off the record.) 


FUTURE NEGOTIATIONS WITH ARO 


Mr. Forp. I would just like to make this observation: Once ARO 
makes the contract, the basic original arrangement, and undertakes 
the initial steps in doing the job, under the setup you have there, be- 
cause of the urgency of the situation, does ARO not have the Govern- 
ment over a barrel so far as the negotiation for any future contracts 
are concerned ? 

Mr. Hitz. Let me answer that in this way: In part that is true, just 
as when we decide that we want to buy the B-52, and company A has 
designed the B-52 

Mr. Manon. Company A being Boeing. 

Mr. Hitt. Company A being Boeing—they, of course, have an ad- 
vantage. That is the essence of the thing. 

Here you do not have quite that situation. There is no question, 
however, that ARO is developing know-how and competence and skill. 

Mr. Forp. Plus the fact that the Government, according to what 
has been testified here earlier, has to get the job done. If you tell 
them you want a certain percentage return, they can say: 

“Well, we do not think that is a good deal, and we are going to 
back out.” 

And where is the Government then ? 

Mr. Hitt. At that point we have to do the best we can, with the 
situation as it exists. Whether it is on Mr. Gore’s projection or other- 
wise, if we feel it is a situation where the fee is unreasonable, and we 
cannot come to terms, then we have to decide what the best alternative 
is. If it means going to this large company and doing a job of sales- 
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manship, saying, “You have to do it,” and appealing to patriotism, 
und so forth, and so on, we will have to do that. 

Mr. Forp. At that point you really have no other alternative than 
to pay them the projection which Mr. Gore has suggested. 

Mr. Hin. Well, i have to dissent from that in all sincerity. I would 
not think [ would be here at that point, but I would doubt that there 
would be a straight-line projection of fee on an estimated cost in this 
type of situation. 

Mr. Forp. If they said they were going to pick up their tools and 
leave the project, bearing in mind the urgency of the situation, in 
effect the Government is going to have to pay the project cost. 

Mr. Hitt. That is sort of like saying: Suppose General Electric said 
to the Atomic Energy Commission: 

“We are going to pick up our marbles and go home.” Would the 
Atomic Energy “Commission have to fold up its operation in that 
plant? I suppose the answer is that it would certainly handicap them. 
It would certainly be a difficult problem to contend ‘with. But there 
is enough patriotism in this country to get the job done. It might be 
hard—but the problem would be solved. 

Mr. Manion. Is there not this possibility: That a lot of people who 
are working there and whose families are there and whose homes are 
there and whose investments are there—— 

Mr. Hitz. Would stay on. 

Mr. Manon. Would say: 


Well, I prefer to stay with the Government if the Government wants me to 
continue to work. 

Mr. Hinw. That is right, sir. 

Mr. Manon. Is that in the picture ? 

Mr. Hin. I think that is in the picture. 

Mr. Burpen. Or they might go to a new contractor if you intro- 
duced a new contractor. 

Mr. Forp. That brings up the next point I was going to make. 
Would it not be advisable in all subsequent contracts to have a bid 
basis for the award / 

Mr. Hitz. I do not see how you can have it. 

Mr. Forp. Why not ? 

Mr. Hinu. You are talking about services here. 

Mr. Forp. That is the point. You made an original arrangement 
on a purely negotiated basis. For the basis of simplicity and ease of 
handling the situation apparently, from what I have heard, you in- 
tend to continue along that basis. 

Mr. Hint. No. 

Mr. Forp. Is it beyond the plans of the Air Force hereafter on 2 
year-to-year basis to go into a bid basis for its continuation / 

Mr. Hit. I would like to answer that in two ways. In the first 
place, as the Inspector General’s report indicated, I do not think it is 
fair to say we are committed to go on this way. 

Mr. Forp. What indications are there that you might not go on 
this way? 

Mr. Hitz. The question of whether ARO is performing satisfactor- 
ily and whether the amount being paid is reasonable in relation to 
that. Those matters are under review. They will continue under 
review until a decision is made. And, as has been indicated, there is 
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a considerable feeling of responsibility, and this will be carefully 
examined. Passing to the next step, it seems to me that to invite 
competitive bids you have got to deseribe in detail the character of 
the operation. It is a little like running a city; among other things, 
it is running a city: it is running a fire department: it is having the 
technical know-how to manage these various facilities that are there. 
There is the matter of exciting interest over the country for the use 
of this facility so that the maximum utilization would be obtained. 
This is something the contractor will help to do. The workload 
level of activity will fluctuate. How do you set that forth in an invi- 
tation to a bid? JI am not saying you cannot do it, but offhand it 
strikes me as very difficult. 

Mr. Forp. I think Mr. Gore has had some experiences with the 
handling of cities in connection with the Atomic Energy Commission. 

Mr. Gorr. Mr. Sumner Pike, Atomic Energy Commissioner, gave 
out a public statement that the atom bomb program was going to be 
ruined if we struck from the public trough a cost-plus operator who 
was drawing a $180,000 fee for running Oak Ridge. Evidently the 
atom bomb program has gone along fine, but nobody is drawing a fee 
for operating Oak Ridge. A nonprofit corporation is operating it bet- 
ter than it has ever been operated heretofore. 

Mr. Hitt. I am not familiar with that. 

Mr. Burpen. You are talking about the town ? 

Mr. Gore. I am talking about the town, yes. 

Mr. Hitt. I am talking about the operation of the facility. 

Mr. Forp. But Mr. Hill was saying something about a town. 

Mr. Hinz. No; that is, as one aspect of the total picture, of what 
nu would have to describe in the invitation to bid. 

Mr. Gore. Mr. Hill did not really mean a town; he did not mean 
to use that word; if he did it was inadvertent. 

Mr. Hinz. Thank you, Mr. Gore. 

Mr. Burpen. The point that I wanted to make was that the AEC 
facility was still operated by the Union Carbide & Carbon Corp., I 
believe. 

Mr. Gorr. Which is an old, established, reputable concern, with a 
lot of technical know-how. ARO, like Roan Anderson, is a fly-by- 
night set-up for the purpose of making a contract with the Govern- 
ment and collecting a fee. 

Mr. Hitz. In terms of possible technical advantages that it is going 
to gain from it which it can put to account, ARO is quite different from 
GE, and other companies. 

Mr. Manon. Gentlemen, I would like to say for the record that we 
have been talking in a pretty broad field here. It has not been pos- 
sible for you to respond fully to all the questions asked, perhaps be- 
sause of our desire to interpose other questions. All we are interested 
in is the truth. I would have no part in a hearing that was not fair 
in every way, and I am sure none of my colleagues would, either. I 
want you to read this record very carefully because, no doubt, it will 
be printed. A number of questions which have been asked you by 
myself and others, you have not had the opportunity fully to 
respond to. 

I want you following these remarks in the record to supply any 
further information or arguments, pros and cons, that you feel are 
fair and proper: do you get my point? 
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General Parrripge, Certainly. 

Mr. Hiuu. Yes, sir. 

Mr. Gore. I think you should identify each such as an extension 
of remarks. 

Mr. Manon. I am identifying it as an extension of remarks. Frank- 
ly, I do not know what we should do about this. I do not think there 
is anybody on earth at this time fully capable of operating AEDC 
without some experience in it. I frown upon getting these inex- 
perienced people in here to run it. It would have been much more 
desirable if you had gotten some established concern of national or 
international reputation to do it. I do not know what the answer 
may be. I do not know whether the contract method is better than 
some other method. 

I should not want a nonprofit organization running it if it were 
to run it the way some dollar-a-year men worked for the Govern- 
ment. They got a dollar from the Government, but they feathered 
their own nest, at least in some isolated instances. As a whole, they 
were honest and upright and loyal. 

Frankly, I do not know the answer to this, but we may be con- 
fronted with the problem of striking out funds which would be avail- 
able to the Air Force for this project, and so forth. I do not know 
what determination we may take. Our interest is the same as yours, 
the welfare of the Government. 

I believe the record shows how much is in the budget for the opera- 
tion of this project. I wish you would see to it that the information 
is placed at this point in the record so that we may have that clear 
in connection with this hearing. 

Mr. Hitn. May I say one thing’ I want to make clear that in my 
zeal of advocacy, in my forcefulness, as Mr. Gore put it, I did not 
mean to express any feeling that the Air Force thinks this is an 
easy decision or that it is irrevocably wedded to any scheme. And 
I will give you my personal assurance that the problem of the best 
possible arrangement has received considerable thought and is con- 
tinuing to receive considerable thought. This matter is not taken 
lightly. This facility is very important to the defense and security 
of our country and it would be unfortunate if any action were taken 
which would delay or impede its operation. And if I have expressed 
myself vigorously, it is only because I know that it is a complicated 
problem with a great many aspects. 

Mr. Gorr. Gentlemen, thank you. 

Mr. Burven. Thank you. 

General Parrringr. Thank you. 

Mr. Huw. Thank you. 

(The following extension of remarks was submitted later: ) 


EXTENSION OF AIR ForCE REMARKS—MEMORANDUM OF POINTS AND COMMENTS 
With Respect TO THE ARNOLD ENGINEERING DEVELOPMENT CENTER AND ITS 
OPERATION 


I 


The extreme need and importance of the facilities being constructed at the 
Arnold Engineering Development Center, Tullahoma, Tenn., have been under- 
stood and accepted since 1945. These facilities are part of a master so-called 
unitary wind tunnel plan, which is designed to keep the United States in the 
forefront of the developments in the transonic, supersonic, and hypersonic field. 
The entire matter of the facilities to be constructed under the unitary wind tunnel 
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plan has been comprehensively studied by a number of different agencies of the 
Government, as well as expert technical groups on the outside. 

Both the President’s Air Policy Commission and the Congressional Aviation 
Policy Board urged prompt and continuing attention to the creation of research 
and development facilities which would enable the United States to stay abreast 
of developments in this fast-moving field. Information which we obtained from 
the Germans at the conclusion of World War II made clear that they had 
progressed much further and were considerably more advanced than were we 
in this field. 

As a matter of interest, data which we so obtained enabled us to so develop 
the design of the Sabre jet—a swept-wing airplane—as to give it performance 
characteristics which make it a match for the MIG—15. 

Before enacting the enabling legislation for the Arnold Engineering Develop- 
ment Center, the Congress examined most carefully into the entire matter and 
the considerations which influenced its action at the time have perhaps even 
greater force and validity today. 

It is a known fact that at the end of World War ITI Russia obtained complete 
control of some advanced German jet engine testing equipment, German research 
engineers, and German plans for expansion for a facility similar to the engine 
test facility of the Arnold Engineering Development Center. The high per- 
formance of the MIG—15 power plant is testimony to the fact that the Russians 
have substantial capability today to develop and improve jet engines. The engine 
test facility is the only facility in the United States that can test fully certain 
turbo-jet and ram-jet engines now on order. It is quite clear that we cannot afford 
to be complacent in the face of the very excellent performance of the MIG—15. 

The research and testing facilities which are being constructed at the Arnold 
Engineering Development Center are absolutely essential if the United States 
is to obtain the information and data necessary to improve designs and per- 
formance characteristics of its airplanes and power plants. The race for 
supremacy in this very fast moving field is close. Any action would be serious 
which might have the effect of delaying or interfering with the completion and 
operation of the facilities at the Arnold Engineering Development Center. 


II. CONSIDERATION GIVEN TO VARIOUS METHODS OF OPERATING AEDC 


The problem 


The problem of how best to manage and operate an installation as unique and 
complex as the Arnold Engineering Development Center is one to which the Air 
Force has given a great deal of thought and study. It was recognized by every- 
one that the principal problem was how to assemble a team of high-caliber scien- 
tific and technical personnel capable of operating the technical facilities of the 
center and, at the same time, assure proper executive direction and administrative 
control over the project. Since the primary purpose of AEDC was to furnish 
development testing facilities for industry—with basic research a relatively small 
part of its work—a practical type of operation supervised by men of business 
experience seemed desirable. 

Three possible methods of operation presented themselves. The first possible 
alternative was to run the center as a standard type of combined military-civil 
service operation. The second possibility was to operate the center under contract 
with a nonprofit organization or institution, either one or more universities or a 
charitable institution, such as the Rockefeller Foundation. The Markham 
committee recommendation for a new corporation with a mixed scientific-indus- 
trial board of directors and without connection with any established organiza- 
tion—educational or industrial, to supervise operations would be a variant of this 
approach. The third possibility was to have the center managed and operated by 
an industrial or engineering organization, either directly or through the medium 
of a subsidiary corporation created for the express purpose of performing this 
task. 

An important corollary aspect of the third possibility was the question of 
whether the management organization should operate on a straight cost basis, 
on a cost basis with a substantial allowance for overhead, or on a cost basis with 
a reasonable profit allowance as an incentive to lower cests and greater efficiency. 


Staff and independent reviews 


tach of the foregoing possibilities was explored at length by the Air Staff, by 
key military personnel and by the Office of the Secretary of the Air Force. 

In addition, there were two reviews by independent qualified committees which 
bore on the problem. The general question of the best methods of operating 
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research and development facilities was examined by the Ridenour committee of 
the Scientific Advisory Board, whose report to the Chief of Staff on Research 
and Development in the United States Air Force, was completed on September 
21, 1949, 

This committee was composed of George P. Baker, Harvard School of Business 
Administration; James H. Doolittle (Lieutenant General, USAF, Retired), Shell 
Oil Co.; James B. Fisk, Bell Telephone Laboratories; Carl F. J. Overhage, Bast- 
man Kodak Co.; Ralph A. Sawyer, University of Michigan; Frank L. Watten- 
dorf, Air Matériel Command; John M. Wild, Cornell University; Raymond J. 
Woodrow, Princeton University; and Louis N. Ridenour, Chairman, University 
of Illinois. They stated that operation of research and development facilities by 
outside contractors constituted ‘a particularly satisfactory mechanism for 
bringing competent civilian effort to bear upon the researcli and development 
program of the Air Force. The personnel assigned to the job by the contractor 
is often backed up by the extensive experience of the contractor’s entire 
additional staff. The contractor is free to establish personnel policies that will 
secure optimum results in the situation at hand, independent of the restrictions 
of civil-service regulations. The Air Force, in turn, can concentrate its limited 
resources of technically trained manpower on those problems like contract 
supervision and operational evaluation that must necessarily be carried out by 
Air Force personnel.” 

The committee therefore recommended, “Contract operation of Government 
facilities has been successful in providing competent civilian staffs for research 
and development work, and should be adopted by the Air Force as circumstances 
permit. Elaborate facilities provided for manufacturers engaged in develop- 
ment work should be operated by a noncompetitive organization, and be ac- 
cessible to all contractors.” 

In addition, the Secretary of the Air Force, Mr. Symington, on February 14, 
1950, authorized Dr. Theodore Von Karman, Chairman on the Scientific Advisory 
Board of the Air Force, to establish a committee to explore in detail the specific 
question of the various possible systems of operating the center. The advice, 
counsel and opinion of eminent men in the scientific world and the aircraft in- 
dustry were solicited to assist the Air Force in reaching a decision. 

Dr. Von Karman secured the services of Prof. John R. Markham of the 
Massachusetts Institute of Technology; Mr. Don R. Berlin of McDonnell Air- 
eraft; Dr. William Bollay, North American Aviation; Lt. Gen. Ira C. Eaker, 
(USAF, retired) of Hughes Tool; Mr. Benedict Cohn of Boeing Aircraft; and 
Mr. Ronald M. Hazen of General Motors, to serve on the committee for Arnold 
Engineering Development Center operation, along with Air Force seientific and 
military personnel, 

Military-civil service operation 

Taking each of the three possible methods of managing and operating the 
center in turn, it is obvious that each method has points in its favor which, 
considered alone, might be deemed persuasive by its proponents. If the tech- 
nical facilities of the center were of a routine or even moderately advanced ex- 
perimental nature, there is no reason why the center could not be successfully 
operated as a routine military-civil service installation. Whether this method 
would prove the most efficient or, when all costs and overhead were considered, 
the most economical, is another matter. 

Moreover, the center is the most advanced facility of its kind in the world and 
a major pioneering effort is involved. In its study on AEDC operation, the 
Markham committee in its own words “spent little time in considering this type 
(military-civil service) of operation since the Ridenour report had already 
pointed out the real advantages of contract operation of Government facilities.” 

It should also be pointed out that an attempt at military-civil service opera- 
tion at this stage would involve a heavy drain on the limited number of top-cali- 
ber managerial and executive research and development personnel in the Air 
Force—personnel who are already heavily burdened with supervision of the 
vitally important Air Force research and development program and the opera- 
tion of its many less complex testing and laboratory facilities. 

The Air Force is engaged in a major effort to obtain the maximum combat 
effectiveness from its personnel. It has neither the technical nor scientific talent 
within its ranks to operate the type of equipment planned for AEDC, unless it 
is willing to divert such personnel from other high-priority projects. To as- 
semble and train a scientific staff capable of operating these facilities and 
evaluating the results of their use would have required a major diversion of 
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effort which would be difficult to justify at this time in view of the practical 
advantages of delegating this task through contract operation. 

The Air Force has never attempted to build up its own research and develop- 
ment staff to do all the research and development work necessary in order to 
enable the Air Force to keep ahead in the vital race for supremacy in the air. 
instead, it makes use of private facilities, including industry, universities, and 
research agencies. Nor has the Air Force ever attempted to build up an engi- 
neering and technical staff which would in effect duplicate the functions carried 
out by the aeronautical industry in developing and designing new types of 
engines and aircraft. For a variety of reasons, it would be impractical for the 
Air Force or any other agency of Government to attempt to do everything itself. 
What the Air Force can and should do is provide direction, general guidance, 
stimulation, and supervision in these fields, but it must rely on American industry 
and private agencies to design and build what it must have to do its job. 

On balance, it has seemed to the Air Force that considerations of efficiency 
and speed, as well as the factors mentioned above, argue in favor of contract, as 
against governmental, operation of the facility, at least initially. It is, of course, 
conceivable that later on, after the facility is in successful operation and condi- 
tions have stabilized, circumstances might be more favorable for governmental 
operation. 


Operation by an educational nonprofit institution 


The second possibility would be to have the project managed and operated by 
a nonindustrial organization such as a university, group of universities or char- 
itable foundation on a nonprofit basis. The Markham committee recommended 
against university operation because it felt that the operation of AEDC had best 
parallel that of an industrial laboratory and that the nature and magnitude of 
its operation was inappropriate for university management. 

This committee’s formal recommendation, although its report shows (p. 6) 
that some committee members “felt differently,” was for operation by a new and 
unprecedented type of synthetic corporation stemming from no existing organiza- 
tion, industrial or educational, and with a mixed scientific-industrial board of 
directors. 

This recommendation was outlined as follows in the report submitted to Secre- 
tary Symington on April 12, 1950: 

(a) The formation of a nonprofit corporation governed by a board of directors 
to consist of about 12 representatives of aeronautical industry, universities, 
and the business world. 

(b) Operation of the center, including all housekeeping functions by the 
corporation after the facilities had been constructed, put into operation and 
turned over to the Air Force in first-class operating condition. 

(c) The immediate hiring by the corporation of a skeleton staff of first-rate 
technical and manageinent personnel to represent the Air Force in all matters 
concerning the performance, characteristics and technical accuracy of AEDC 
facilities during the engineering, construction, and “shake-down” phases. 

This method of operation sounds quite plausible in that over-all direction would 
be provided by men eminent in either the professions or the academic world. 
However, for the most part these men would not be particularly experienced in 
the operation of an industrial facility, where the plant and equipment may run 
to $200,000,000. But of greater concern is the fact that this type of arrange- 
ment is loose and lacking in centripetal foree. Responsibility is scattered and 
diffuse. Operations would tend to be “everybody’s business and nobody's busi- 
ness.” The directors would have no financial stake in success and would have 
commitments to their universities or to their professions which would limit 
continuing attention to the day-to-day operations of the center. The permanent 
staff would lack the stabilizing influence of supervision by an organization 
affiliated with a going industrial concern. 


Operation by a going concern for a profit 


The third possibility would be to obtain the services of a going concern to build 
up the organization necessary for the operation of the center, and then to oper- 
ate it either directly or through a subsidiary formed for the purpose. Presum- 
ably any such concern would expect a reasonable profit for its services or at least 
a substantial overhead allowance in lieu of a profit. A going concern would have 
legal, fiscal, and management personnel more readily available, would be 
experienced in building up new organizations, and would enable the Air Force 
to deal with a well-established, specific contractor rather than an amorphous 
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group. These and other advantages of this type of operation were brought out 
by some members of the Markham committee in their report. 

What type of going concern should be used? The use of an aircraft company 
would raise very difficult problems. The technical facilities of the center are 
to be used for developing test and research data in a fast moving and highly 
competitive field. The problem of trade secrets and manufacturing processes 
would become a very real one if one company or combination of companies were, 
through operation of AEDC, to have advance information of every new develop- 
ment in the aviation field. Competitors would be understandably reluctaut to 
utilize a test center under the control of another member of the industry. Ob- 
viously then the organization employed to manage and operate the project should 
be noncompetitive in the aeronautical field. 

Operation by a large industrial organization such as Bell Telephone, or one 
of the larger construction companies, also presents certain serious problems. 
In the first place, many industrial companies with the requisite experience to 
inanage and operate a project of this sort are now also competitive in the aero- 
nautical field. Many industrial companies which in normal times exclusively 
devote themselves to the manufacture of automobiles, industrial appliances or 
household goods, are now producing aeronautical items. Large well-established 
organizations are rarely eager to embark on what is essentially an unprotitable 
sideline. It is open to question whether such a company would have anything to 
gain either in the way of prestige or monetary consideration through the opera- 
tion of an Air Force test facility, particularly since the indirect advantages of 
securing any “know how” in a new field of general industrial importance—such 
as atomic energy—would not be present. The operation would require the parent 
company to make available key executives, supervisory personnel and enzineer- 
ing talent at a time when all three are scarce commodities in the manpower 
market. Executives would, in all probability, be rotated and the interests of the 
corporation could easily come first if scarce engineering talent were suddenly 
required for a new line of production. The project could easily become a step- 
child, particularly after the’initial enthusiasm had worn off. 

Operation by an engineering concern 

There was, however, a variant of this alternative which had many practical 
arguments in its favor—the operation and management of the center by a 
qualified engineering firm which had some logical reason to undertake the project. 

Sverdrup & Parcel, as the architect-engineers of the facilities, were an obvious 
possibility, for it is quite common for firms which design and construct facilities 
to later operate them or arrange for their operation. 

Gen. F. O. Carroll recommended the management and operation of AEDC by 
Sverdrup & Parcel on March 238, 1950, in the following memorandum to Mr. 
Symington: 

“1. On directive from General Wolfe, | am proceeding on the basis that the 
Air Force will build the installation to Sverdrup & Parcel designs. 

“2. The Eaker-Markham committee is working hard on the preparation of 
recommendations on methods of management of AEDC. Their recommendations 
are expected the early part of April. 

“3. The Eaker-Markham committee is to date apparently favoring ‘management 
by an industrial corporation under contract to the Air Force or by a special 
corporation composed of interested citizens similar to the Rand Corp.’ 

“4. Pending receipt of the committee’s recommendation, I suggest that Sver- 
drup & Parcel be considered as an organization to manage AEDC for the fol- 
lowing reasons : 

“(a) They are noncompetitive in the aeronautical field. 

“(b) They are designing the installation and will be most qualified of any 
organization to operate or run the test facilities. 

“(c) They will have available, at the time operation starts, highly qualified 
personne! for its operation. 

“(d) They are an established corporation now and will not require a long 
shake-down period that Nepa and Rand and similar corporations went through 
before becoming an operating corporation in fact. 

“(e) They should be able to attract just as highly qualified technical personnel 
as any other corporation.” 

This was the decision finally made by Secretary Symington, presumably after 
reviewing all the facts and weighing the reports of his various staff members 
and the committees which had studied the problem. Owing to Sverdrup & 
-arcel’s experience with wind tunnel engineering in general, and with this 
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project in particular, this selection promised the easiest and smoothest transition 
from the drawing board to an operating test facility. 

Arrangements were made to provide the operation with the benefit of the ad- 
vice and guidance of eminent scientists and educators as well as leading men 
from the aeronautical industry. An advisory group, including all these ele- 
ments, has been set up and is functioning actively and effectively at the present 
time. It includes: 

Prof. John R. Markham, M. I. T. 

Dr. Simon Ramo, Hughes Aircraft Co. 

Mr. Kendall Perkins, McDonnell Aircraft Corp. 
Mr. W. A. Parkins, Pratt & Whitney Aircraft Corp. 
Mr, A. T. Colwell, Thompson Products, Inc. 

Mr. R. G. Bowman, Republic Aviation Corp, 

Dr. C. E. Brehm, University of Tennessee. 

For purposes of convenience, sharper allocation of functions, and simplification 
of accounting and administrative problems, a subsidiary corporation, ARO, Inc., 
was created on April 19, 1950, for the express purpose of managing and operat- 
ing the center. This was accomplished in response to a directive dated April 18, 
1950, from Lt. Gen. K. B. Wolfe, Deputy Chief of Staff, Matériel, to the Com- 
manding General, Air Matériel Command at Wright Field. 

The initial ARO contract was for 1 year and has been renewed for a second 
year. The performance by ARO, Inc., of its functions has been and will continue 
to be subjected to close scrutiny by the Air Force. If, at any time, it should 
prove uneconomical or inefficient or otherwise unwise for the Air Force to con- 
tinue running the project on a contract basis or to utilize the services of ARO 
for this purpose, the Air Force will not hesitate to terminate the existing 
arrangements. 


Ill, PROFIT-TYPE OPERATION-——CONSIDERATION OF ARO’S FEE 


ARO, Inc. (Arnold Research Organization), is a service organization organized 
for the sole purpose of managing and operating the Arnold Engineering Develop- 
ment Center under the direction and control of the Air Force. It was organized 
as a Tennessee corporation on April 19, 1950, by the engineering firm of Sverdrup 
& Parcel. Its ineorporators were as follows: 

A. W. Heinrich, 
H. S. Austin, 
Ii. M. Richard. 
Officers and directors of ARO, Inc., are as follows: 
Officers : 
President, L. J. Sverdrup 
Vice president, treasurer and assistant secretary, E. R. Grant 
Secretary, W. E. Moser 
Assistant secretary, and assistant treasurer, B. R. Smith 


Directors: 


L. J. Sverdrup 
FE. R. Grant 

B. R. Smith 
W. k. Moser 
S. D. Bechtel 
D. R. Calhoun 


J. Wesley McAfee 


Shareholders of the corporation and the number of shares held by each are as 
follows: 


Sverdrup & Parcel, Inc__-----~- 670 ; J. Wesley McAfee______--____-- 50 
A eo ES Leer eee ae 70 | Barbara McAfee__.._..~......-. 75 
BG, a I ik a etter 60 | Thomas McAfee_____--____- a 25 
IR > ee a ee ae 50 | David R. Calhoun____-_~- veers u DO 
Lae GE | | PERE Cee ae rar eens BO 6A Se Rik ds chrncicowinine 100 
aU NN ii he as 100 —— 
Barbara Bechtel___.........._. 100 Total. shares_.._.-______ 1,500 
Stephen D. Bechtel, Jr_-_------ 100 





The par value of each share is $100 and all shares held by stockholders have 
been fully paid for. The present authorized capital of the company is $1,000,000, 
of which $150,000 (represented by the shares listed above) has been paid in at 
the present time. 
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ARO, Ince., has to date operated under two contracts with the Air Force. The 
first contract (AF 18221), signed in letter form on April 24, 1950, was a cost-plus- 
a-fixed-fee contract, with an original estimated cost of $670,700 and a fixed fee of 
$23,474, the latter being approximately 3% percent of the estimated cost. Sup- 
plements and change orders have raised the total estimated cost of this contract 
to $808,164 without, however, increasing the amount of the fixed fee. This con- 
tract expired on October 1, 1951, and on October 5, 1951, a new contract, also for 
a year’s duration, was signed with ARO, Inc., for continued operation and 
management of the center. This latter contract—the current one—is also a 
cost-plus-a-fixed-fee contract with an estimated cost of $3,000,000 and a fixed fee 
of $95,000. The following represents a breakdown of estimated costs under the 
current contract, as estimated by the Air l’orce and the contractor: 


Personnel________________ $2, 050, 470 | Construction services___... $192, 345 
oo 2" lia RRO S CER anet Mila 244, cee euones. 121, OOO 
Transportation__ vest S6, 610 | Equipment_ eo ia 68, 600 
Communications_________ 48, 000 | Taxes___- nad ie 117, 180 
Rent and utilities _________ 50, 000 ——____—__- 
Printing and binding _____- 15, 900 ny ee es 3, 000, 000 


Very detailed information was analyzed and is available to explain and justify 
each of the above items of estimated cost. 

Since ARO, Inc., is a service organization, by far its greatest expenditure is in 
the payment of salaries and compensation to the key scientific, technical, and 
managerial personnel required to manage and operate the center. Because the 
center contains equipment and technical facilities of very advanced design, it has 
been necessary to hire engineering and technical people well in advance of the 
completion date of the facilities in order to familiarize them with their design 
and train them for their operation. Forty-seven engineering trainees have been 
hired by ARO and are, at present, undergoing intensive training both in St. Louis, 
at the home offices of Sverdrup & Parcel, and at various colleges and universi- 
ties. Approximately 20 key employees, out of a total staff of 381, are paid salar- 
ies of over $9,000 a year. Information with respect to these employees and cer- 
tain other matters is set forth in appendix A. 

The current contract (as was the previous contract) is, of course, subject 
to the continuous audit of Air Foree auditors, who are required by law to sign 
each cost voucher submitted by the contractor prior to reimbursement. Air 
Force project and contracting officers, as well as Air Foree technical personnel, 
review the contractor’s expenditures to determine whether they are necessary 
and whether they are reasonable. Finally auditors for the GAO audit the costs 
to determine their propriety and legality. 

A word needs to be said in clarification of Maj. Gen. Franklin O. Carroll’s 
recommendation that a $1,500,000 budget be established for ARO under the 
current contract, as contrasted with the $3 million figure finally arrived at. This 
estimate by General Carroll was predicated on the retention by the Air Force at 
Tullahoma of a substantial military establishment and performance by the 
miiltary of many of the functions later assigned to ARO. However, the basic 
reason for having the Arnold Engineering Development Center run on a contract 
basis was first, efficiency of operation and, second, elimination of the unavoidable 
overhead inherent in miiltary operations. Thus, continued retention of a staff 
of 400 military personnel, upon which General Carroll’s recommendation was 
predicated, would have inevitably resulted in the additional overhead required 
for the operation of dormitories, BOQ’s, cafeterias, athletic and recreational 
facilities, and all the attendant organization and facilities required for a military 
operation of this size. The figure finally arrived at represented the most accurate 
estimate which could be made at the time of how much ARO would spend, both 
in managing and operating the facilities which have been and will be completed, 
and in training and preparation for the serious responsibility of operating and 
running the complicated, technical facilities which are planned for the center, 
This brings us to an analysis of the task which ARO actually performs under its 
contract. 

It is misleading to view the functions of ARO, Inc., solely in the light of the 
center’s construction schedule. It is certainly true that service facilities com- 
pleted to date number only two warehouses and the small railroad connecting 
the center with the mail line. This, however, represents only a fraction of ARO’s 
responsibility under its present contract. By far the most important part of its 
task lies in the training and preparation of technical personnel for the operation 
of the engine-test facility, the gas-dynamies facility and the supersonic wind 








tunnels. In addition, ARO is presently engaged in furnishing technical and 
scientific advice as to the functional adequacy of the designs for the facilities; in 
checking and expediting the day-to-day progress of installing and equipping the 
facilities; in establishing procedures for the shake-down and testing of each 
facility as completed; and in the training of technical and scientific personnel 
to man the faciilties and related utilities. The amount of lead time necessary 
to break in personnel may seem excessive ; When compared to the amount of lead 
time which an aircraft company requires before producing an airplane in pro- 
duction quantities, or which an ordnance facility requires before turning out a 
complicated piece of armament, it assumes more reasonable proportions. These 
facilities are very advanced in design and their operation will pose many techni- 
cal problems which have not hitherto been encountered. For example, the 
engine-test facility is not American in design and origin; it consists in part of 
captured German equipment built along lines unfamiliar to the average Ameri- 
can technician or engineer. The addition of a ram jet facility to this installa- 
tion represents an additional experiment with the unknown. The wind tunnels 
exceed in scope, complexity, and sheer physical magnitude anything known in 
the United States today. 

As previously related, it has been the considered judgment that management 
and operation of the center should be on a profit basis. 

The question of whether or not a profit should be allowed to a corporation 
charged with the management and operation of an industrial test facility of this 
tremendous magnitude is one which, in the last analysis, depends on basic 
philosophy. The advantages of the profit motive are accepted in our system 
even though they may not be capable of mathematical proof. The decision to 
pay a profit rested on the considered judgment that in the business world a man 
does his best work when he feels that his incentive and efficiency will be prop- 
erly compensated. 

Once this idea is accepted, the actual amount of the ARO fee does not appear 
unreasonable. In dollar amount, it represents a total of only $110,000 for 2% 
years of work. If the fee acts as a stimulus to efficiency and economy, much 
greater savings in costs may result. It is a mistake to concentrate on profit and 
to ignore costs which represents 97 percent or more of the over-all outlay. 

ARO is a service organization and the relationship of profit to paid-in capital 
of this company can only be judged fairly when compared to the profits of a law 
firm, an architectural firm or an advertising organization. What the Air Force 
is purchasing in its contract with ARO is know-how, experience, technical skill 
and managerial ability. ARQO’s fixed assets and paid-in capital bear no rela- 
tionship to the type of job which it can do. What is important here is (a) 
ARO’s skill and efficiency in performing its task under the contract, and (0b) 
the economy and effectiveness of utilization which result from having the facility 
run on a contract basis. If, at any time, it appears that no real saving in dol- 
lars and manpower result from having the center managed and operated by a 
contractor, or if the contractor fails to perform satisfactorily the Air Force will 
reexamine the previous decisions and take appropriate action. The Air Force 
is not irrrevocably committed to any particular method of operating the center. 

As experience is developed revisions in the set-up and method of operation 
may prove necessary or desirable. What the Air Force ‘seeks and will con- 
tinue to seek is the best and most economical and productive method of opera- 
tion. Private operation for profit has impressed the Air Force as best. It does 
not propose to countenance excessive profits and it does not propose to tolerate 
sloppy or slipshod performance. The Air Force would like to avoid the necessity 
of prejudging a situation, of having to take any hasty or premature action. 

It would be most serious if any action were taken which would have the 
possible effect of jeopardizing either the physical completion of the center or 
its speedy operation and use. The Air Force would like to assure this com- 
mittee as well as the Senate Appropriations Committee and the House and 
Senate Armed Services Committees that it will keep the committees fully ad- 
vised of the results of its continuing scrutiny of operations at the Arnold En- 
gineering Development Center, and that, should it become necessary to change 
the method and technique of operating the center, it will be done in the most 
expeditious manner possible and with as little disruption of currently pro- 
jected completion schedules as can be done. As has been emphasized, Arnold 
Engineering Development Center is an operation which depends, not only upon 
the successful completion of physical facilities, but on the coordinated efforts of 
human skill and ingenuity in a new field of scientific endeavor. The assembling, 
training and coordinating of scientific effort is a far more sensitive undertaking 
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than the construction of a read or a warehouse. The race for jet supremacy 
depends, in the last analysis, just as much on men as on machines. 


Subject: Salary and Wage Information 
ARO, Inc., Contract AF 40 (600)-2 

To: Brigadier General M. S. Roth 

AFDDP 

Headquarters USAF 

Room 4C326 

Pentagon 

Washington 25, D. C. 


1. In accordance with the verbal request of Col. Leroy C. Cooper during our 


telephone conversation this date, the following information is submitted regard- 
ing subject contractor : 


Board of directors 


Director's Number of 

fee per ose 3 

cae tacm attende: 
Mecuing since Oct. 1 
L. J. Sverdrup $100 2 
E. R. Grant 0 | 0 
W. E. Moser | 0 0 
B. R. Smith 100 2 
J.W. McAfee a — 100 2 
D. R. Calhoun : 100 2 
S. D. Bechtel 100 0 


Officers 
L. J. Sverdrup, president 
E. R. Grant, vice president 
W. E. Moser, secretary 
B. R. Smith, assisant secretary and treasurer 


Officers on payroll 


E. R. Grant, vice president ____- 
W. E. Moser, secretary_-_-- 


geist ak See 
Aa SRE Ye Be a a OO seeks _ 5, 000 


Contractor personnel at branch, division, and management level 


Thomas F. Farrell, managing director_____......._________—_- wo 3 8G Cao 


James W. Gaynor, assistant managing director___________ pyoees tae bE US “ae 
Stephen F. Leo, director of administration___________________________ 20, 000 
John H. MeGavock, assistant director of administration__________ | 9, 300 
John C. Brandt. chief, finance division. ______________ i au bea at 9, 300 
Gardner F. Brown, chief, personnel division___._-._-__-_-__ 9, 840 
Stenhen J. Chamberiin, chiel, eecarity. 22. 2~ es 9, 120 
John N. Wild, acting director, engineering chief, propulsion wind 
tunnel___ ES eM retrain yo fog ay Eee Rete Ar a ge py oe pase Ne te ie : 16, 000 
J. Spanogle. assistant to acting director of engineering _____________ _ 10,300 
Gaylord W. Newton, chief, engine test facility._...._.___--_--__________ 16, 000 
John N. MeCutcheon, technical assistant to chief, engine test faciilty__. 10,300 
Arthur 8S. Wolff III, manager, engine test facility, operations branch ___ 12, 000 
Penn E. Mullowney, acting chief, planning and scheduling division_____ 9, 840 
William J. Ellison, Jr., chief, central facilities. ___ ee a ee Sl 10, 920 
Edmund J. Stollenwerk, manager, operations branch ________-_-__________ 9, 300 
Delphin M. Lee, manager, mechanical branch, engine test facility —___~ 9, 300 
Herman Miller, manager, operations branch, propulsion wind tunnel____ —_ 9, 840 


Dwight J. Goodman, manager, power branch, central faciilties________ 
Raymond I. Schneyer, manager, dynamics branch, gas dynamics 

saiileiaseiatiee de cost, ok no auihomacink le acvtaiedsdie es Ki cove NDS BES Le 9, 300 
Joel Ferrell, Jr., manager, project branch, engine test facility_________- 9, 300 
920 
, 920 


9, 300 
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Contractor personnel at branch, division, and management level—Continued 


Robert T. Horner, manager, employee services branch, personnel 


RR rt ESR Ne aN cote Mle ta Atom ag eats ne EL aie wet $7, O80 
William E. Lauman, manager, personnel administration branch, per- 
ate re La ES ie iterate Mle a is Dace et A eee aes 6, 660 
Albert J. Moore, chief, material division_____________-----_-__________ 7,920 
Donald G. Marshall, manager, housing and community facilities branch 
ag RRS ae ARR EE Bc Aare Nate GER ie a eat 7, 680 
James N. Krueger, manager, utilites branch, central faciilties__________ 7, 500 
Eliot P. Marconi, manager, safety branch, central facilities__.__________ 8, 340 
Carl S. Brock, manager, stores branch, material division__._.__________ 3, 900 
Jacob G. Grigler, manager, material planning branch, material division__ 4,380 
Lester F. Mitchell, manager, buildings and grounds branch, central 
EEE ORT RE ON INT ETC: Sea I oe SPAS el RE 8, 760 
Earl L. King, manager, property branch, finance division__._.___________ 5, 040 
Roy L. Worthington, manager, office services branch, personnel 
I cha ae a a 5, 880 
Earl DuBard, manager, employment branch, personnel division_______- 6, 660 
» 


2. Attached hereto are copies of correspodence between ARO, Inc., Salary 
Stabilization Board, and Wage Stabilization Board. One copy of the ARO Per- 
sonnel strength report for the period ending March 21, 1952, is also attached as 
a matter of information. 

JAMES R. GRay, 


Administrative Contracting Officer. 
Enclosure: As stated. 


Personnel strength report A RO, Inc., Tullahoma, Tenn., period ending 
Mar. 21, 1952 











Employees added to payroll since Mar. 14, 1952__.-__-____-_-_-_.-------- 4 
Employees removed from payroll since Mar. 14, 1952 KORE AER ars SMe Mee oe Ot 5 
paseie I CNG a a a Se i i nso eae 8 
Number of femate:- employees...) oe a a oat 63 
Deemer -t0-winle smlorent so: oa he ee a ea 316 
tes eer OF emniagwes. ss a ei os ee Ss 379 
DISTRIBUTION 
a oe ek ee ae ee ee cae 2 
Grape ee mamaring Givettor. oe eh ee ee 4 
ee SS. ene Ree eee me PEM LON TRCN Ec OREO EE aA Eee | 3 
Drees GO Cres WRT VIOON i tite hein 44 
Finance____- ER ALI MEL REE CO Ve I PT hy CER FANS HO SELLS? ANON IM 25 
SS RET a ae aI a epg MO eae ct RE eet teem cl oee piwen a pe NEU ARE NS AEN Sena ee 51 
RGSS SISIG aE TIM Secs pat Aaa SIFY NeS AS PA mee SOR Orato Soar SE 4 
Og aT a eevee rape Lh eters ie ee ie eT ESTAS ae Be) ee ee 130 
see EER ELIT PIGLET ME EIS TS ER ALAR, AES 
EO Bie | i aan IR SR LS ee mn 5.2 SEES TAO RRL Sepa eae 23 
gE) SE eens acne are Ease be PE Sen ent ss RP ee OF Se 82 
LL, EE eS a Merce RR RAIN SES ONS SRG iy OR I 58 
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Fripay, Marcu 7, 1952. 
Cost or Minrrary EquirpMent 


WITNESSES 


E. BURKE WILFORD, RESEARCH ENGINEER, MARION, PA. 
J. EDWARD CHRISTIE, ARLINGTON, VA. 


Mr. Manon. Mr. Wilford, you have some matter you want to 
present to the committee. 

Mr. WixForp. Yes. 

Mr. Manon. Very well. We will be glad to hear you. Will you 
get right to the meat of it? 

Mr. Wiirorp. Yes, I will get there very fast. I am a pioneer in 
the aircraft field, just as Mr. Christie is a pioneer in the ordnance 
field. We have been responsible for the initiating of many basic im- 
provements in both these arts. We have done this purely as indi- 
viduals, not in the interest of manufacturing, but we have encouraged 
many companies which are now in that field. We want to present 
for your committee a matter which I am sure is in the back of your 
minds, and that is the question of how to reduce the cost of producing 
military equipment. 

Mr. Manon. That is right. 

Mr. WitForp. I gave about a year’s study to this work, and last 
year, on January 9, 1951, I presented the Department of Defense a 
copy of this article under the subject Broad Approach to the Cost of 
Major Equipment, for the United States Department of Defense. 

This article has been in their files for 1 year, and I am sure some 
study has been made of it; no one has disagreed with it, but nothing 
much has been done about it. The problem of costs a year ago were 
probably no more important than they are at the present time. And 
the reason I am appearing before you is because I hope that the money 
that you are expecting to appropriate this year will be spent in such 
a way to get the maximum out of every dollar spent. 

Mr. Manon. Just come down to cases: The Air_Force has requested 
in excess of $6 billion to buy aircraft. Now the question is: How can 
the Congress save money, or appropriate a lesser sum and get the 
same aircraft 4 

Mr. Taser. A more desirable aircraft, from the efficiency stand- 
point. 

Mr. Wirrorp. This article explains the method. Of course, it is 
not a simple problem, but we can boil it down to two main avenues 
of aproach. What you are seeking, Mr. C hairman, is to know what 

each aircraft costs per pound. 


GETTING AIRPLANES FOR THE LEAST MONEY 


Mr. Manon. We want to know how to get airplanes for the least 
money. 

Mr. Witrorp. Yes. Then that should be considered in the cost of 
the completed airplane, but what each airplane costs per pound is the 
criteria, of the efficiency of production. 

Now to answer Mr. Taber’s question, the problem of getting aircraft 
with the largest carrying capacity on the same fuel, and more speed, 
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that is based upon the cost per pound, and useful load carried. That 
means it may need to carry less equipment. If you could persuade or 
insist that the Air Force and the Navy Bureau of Aeronautics would 
hold to those two criteria, then if the airplane designer, where you are 
buying planes in quantities, would follow that cost guide, you could 
make sure that you could get the best airplane for the dollars spent. 

Mr. Manon. If you should take over tomorrow the procurement of 
the aircraft for the Air Force, the Army and the Navy, just how would 
you go about buying a B-36, an F-86, or a B47, for example / 

Mr. Witrorp. I just want to read a very short paragraph or two 
from this statement, “Factors affecting the cost of military equip- 
ment,” and apply it to the airplane, tanks, and guns. 


MAIN CAUSES OF HIGH COST 


Mr. Manon. We know about the factors which are involved in costs, 
which would be labor, material, that sort of thing. 

Mr. Witrorp. This is a little different approach, Mr. Chairman. 

The main causes of the high cost of experimental and production 
equipment can be attributed to the following: 

First, complication of design, that is, the cost in designing which 
these airplanes go through. 

Second, the high engineering overhead. A lot of the airplane people 
have engineers falling all over each other in the plant, master arehi- 
tects, but not enough fellows who can do the mechanical designs, so 
there is a lack of perfection of the articles before the time comes for its 
manufacture. There are a lot of design changes, and often a lot of 
changes just before the manufacturing starts. 

Mr. Taser. You mean they start before they are ready ? 

Mr. Wixrorp. Before they have the bugs worked out of it. 

Mr. Manon. They seem to wait a terribly long time before they let 
the contracts to get the planes. 

Mr. Wirorp. ‘During the experimental work on the helicopter— 
and I was working on the helicopter in the thirties and we are doing 
pretty well, but Sikorsky flew a helicopter in 1938, And, I designed 
one of the biggest helicopters i in 1946, and is going to fly this year, 
we, hope, after 5 years of waiting, because we did not get started 
earlier. We should have started back earlier, in 1940, instead of 1946. 
It is a matter of an earlier start; and that is the reason why Mr. 
Christie and I jiave been working on these problems. 

Next, there is lack of incentive for the low-cost production. After 
the lack of perfection in the article before production, the lack of in- 
centive is the next problem. There is very little incentive for low-cost 
production, because the military mind often is not cost-conscious 
and the contracts are not drawn in such a way so they can save money. 

Mr. Taver. Do you know Mr. Gilpatric, the Under Secretary ? 

Mr. Witrorp. No, I believe not. 

Mr. Taper. Was he not quite active in the airplane business before 
he entered the Department? I do not know, I am just asking for 
information. 

Mr. Witrorp. Mr. Kimball was but I do not know about Mr. Gil- 
patric. 
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Mr. Manon. Mr. Gilpatric was the attorney for various industrial 
aircraft concerns and I believe there is a statement in the record giving 
his background. 

Mr. Witrorp. There is a need for an incentive to cut costs. 

Mr. Manon. They claim they now have a type of contract which 
does provide some incentive. 

Mr. Wirrorp. I believe both the Air Force and N ‘avy are coming 
around to that. And here is another problem that is very difficult, 
that is one of detail changes, either initiated by the Government or the 
manufacturer which destroys production continuity. They sometimes 
have a hundred changes. 

Mr. Manon. We understand that ; but they say whenever they learn 
of some improvements which will cause them to do a better job, which 
will provide more protection for the pilots, they want to incorporate 
them if practicable. Now you tell us that these gadgets are expensive ; 
and we know that. We know many reasons why. The reasons you 
are giving are sound, generally speaking, why they cost somuch. But 
the point is that we have this appropriation bill, which we must bring 
to the floor in a few weeks. 

Now, can you tell us where to cut the money for the Air Force pro- 
curement, procurement for the Navy, Air Force, and the Army for 
planes, and get efficient service ¢ 

Mr. Witrorp. I would like to see you get more planes; I believe that 
is what the public wants. 

Mr. Manon. If we can, yes. 

Mr. Witrcrp. I would like to see you get more planes , at least 25 
percent more planes, for the same money; I think that “is what the 
public would like to see. 

Mr. Manon. But in arriving at that, do you have any rule which 
we can apply to the appropriation for the fiscal year 1953 in such 
a way as to get them ¢ 

Mr. Witrorp. It can be done with the cooperation of the procure- 
ment people, and the proper approach of the aircraft industry. 

Mr. Manon. Do you think the people in the aircraft industry are 
unpatriotic Americans who want to gouge the Government for every- 
thing it buys? I sometimes wonder why these things cost so much. 
[ am convinced that they are entirely too high. 

Mr. Witrorp. One of the problems is the lack of continuity in 
production, and the fact is that they have so many people just going 
through training on the job, with the result that there is no conti- 
nuity in production, and sometimes there are changes with the result 
that it may be 3 to 5 years afterward before getting into production, 
and then they, produce very rapidly for a short time. 

Mr. Manon. They have asked for money for items that were under 
construction, last year’s items, and yet for the same items the cost is 
much larger this year. 

Mr. Taner. And the prices are still going up. 

Mr. Manon. Can you leave a copy of your statement for us to look 
over. 

Mr. Wixrorp. Yes. 

Mr. Manon. We certainly realize that we need all the help we can 
get. and I am sure you realize the American taxpayers need relief. 

Mr. Wiirorp. Yes. And at the time time we need more airplanes. 
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Mr. Manon. Yes; and we appreciate very much your help. 

Mr. Witrorp. If I may just read this concluding statement. 

Mr. Manon. Yes. 

Mr. Witrorp. It is suggested that a general survey of the major 
items of the Army, Air Force, and Navy be attempted, and the at- 
tached classifications should be preliminarily discussed from the fol- 
lowing viewpoints: 

First, cost per pound of empty weight, which gives an indication of 
the production efficiency. 

Second, cost per pound of military load and equipment carried, 
which gives efficiency of design; and 

Third, cost per pound of striking power against the enemy, and 
that is the military part of it that cannot be done by the civilian. 

I would like to say before I leave, Mr. Chairman, that Mr. Christie 
here is the son of Walter Christie, the designer of the tank in the 
thirties, and he knows exactly what we are up against in the Ordnance 
Department. After the Battle of the Bulge they realized they had 
to go to the Christie system, and I think it cost several hundred mil- 
hon dollars to revamp the tanks in their program, and the boys in 
Korea are getting a few of them. They were fundamentally the same 
tanks that the Ordnance had in 1930, 


CONVERTER ON ARMED VEHICLES FOR CROSS-COUNTRY TRAVEL 


Now, Mr. Christie has just made a phenomenal invention, which 
invention consists of making it possible to travel at high speeds by the 
use of a converter on armed vehicles, which incorporates into it the 
ability to operate on the ground and have more maneuverability. 

Mr. Manon. You have worked with Ordnance people ? 

Mr. Curistiz. Yes. 

Mr. Manon. Through General Sims? 

Mr. Curistiz. Yes; and the tank is up to the point where it is now 
being built experimentally, they are building types. I submitted the 
suggestions back some 2 years ago and they are just now finally com- 
ing to a head. 

Since then I have designed the largest converter for military 
vehicles, and I would just like to take a moment or two to indicate to 
you the design used. 

Mr. Taner. What would it convert? 

Mr. Currstre. It converts the tank, for instance. into a tractor 
vehicle or a gun carrier into a vehicle that will run on a tractor. This 
can be done simply by pulling out a little button on the panel board. 

This can convert the airplane, the automobile or the military truck. 
This works through a hydraulic system, which simply operates this 
little vehicle here |indicating| to lower these wheels and make it a 
tractor. 

All of this can be done by the operator without getting out of the 
vehicle, putting the load on two little wheels, and making a caterpillar 
tractor out of it. 

I feel that production can be secured at a cost of not more than $1,- 
500 per unit, and through this means convert a machine to use that 
costs many thousands of dollars. I know we were building machines 
during the war that cost $25,000 to $30,000, and today they are asking 
$250,000 for about the same thing. 
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And I know something about building, because 1 have been in the 
building end for 22 years. 

The Ordnance Department has adopted a certain amount of my 
principles, and they admitted that they are using some of them. 
They have taken some 50 drawings in the past 2 years. 

Mr. Taser. How could that result in speed / 

Mr. Manon. They just drop the vehicles down—— 

Mr. Wi.rorp. Drop the four wheels down and it is changed from 
wheel into a tractor. 

Mr. Taper. How could that save more money / 

Mr. Curistir. Because of the simplicity of design. First, it will 
make it possible to build a machine or tractor that costs $20,000 or 
more. 

And may I say, Mr. Chairman, that I had not expected to appear, 
and I did not come prepared to give you detailed cost figures. But 
I have been in this business for 22 years, and I know a lot of the 
building costs are found in the overhead. I can take a small job 
and cut out a lot of the overhead, expenses, and do the work for a 
lot less money. It is the paper work that costs so much, such as designs 
and redesigning. The opinion of one designer will differ from an- 
other, as will the opinion of an engineer, and they have to work out 
which idea to be adopted in the design. One engineer will say this 
is what should be done, and another engineer will want a different 
kind of gadget, and finally they have to hit on a happy medium. 
Those are the things that take time, and the things that cost a lot 
of money before they ever get the article into the shop. 

As I said before, I have been out of this business for some time; but 
I do know something about the overhead costs. I know we built 
some of these things for $20,000 back in the thirties. At that time 
we had a 12,000 or 15,000 ton machine. I have all the data in my 
portfolio. For instance, the T-34 was built from the designs T sub- 
mitted. The Russians took the T-34 and built it from the designs, 
and they have been manufacturing it since 1932. 

The Government gave us permission to sell it to the Russians, 
because at that time this Government would not adopt it, because they 
thought it was not practical. 

And I am not so much concerned myself about the financial return 
to me, although I do think I am entitled to some consideration. I 
think there ought to be some sort of provisions made when something 
is submitted, we ought not to have to wait for 2 or 3 years before 
we hear what happens. On some things we may wait weeks, then 
we are told that next week or maybe next month or next year things 
are going to be done. It should not take all that time to know whet!er 
they are going to adopt some of these drawings. It would not be 
so bad if they said, “Mr. Christie, we have looked over these things; 
good-by, we do not want it.” That is all that is necessary to say to a 
fellow. 

And I say, as far as I am concerned, it is not money. I do not want 
any blood money; I can get by without it. Iam an American citizen, 
and do have the ability which they recognize. 

Mr. Wirrorp. May T just say, Mr. Chairman. that T brought Mr. 
Christie here because I wanted to show you how wrong some of these 
items are considered between the conception of the idea and the time 
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of production, and to emphasize again there is too long a delay between 
the time the idea is submitted before they get started producing the 
article. 

And I would just like to make this little statement, if I am not taking 
too much of your time. 

Mr. Manon. Yes. 

Mr. Wirrorp. As a practical matter: I think that you should put 
in the law a wish that with this money the Air Force is spending that 
they acquire at least 20 percent more articles than their estimate calls 
for. And if the armed services will carefully survey the cost per 
pound for each vehicle, I am sure they will have money enough to 
produce more for the same amount of funds. 

Mr. Manon. Thank you very much for your interest and your 
appearance before us. 





Tuourspay, Marcu 27, 1952. 


Suppety CaTaLoG 
WITNESS 


HON. JACK Z. ANDERSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Mauon. Mr. Anderson, we know of your great and abiding 
interest throughout the years in this problem of national defense; we 
know of your service on a very important committee which deals 
directly with the problems of national defense ; we know you have been 
making some studies in the legislative committee, and you are consid- 
ering certain legislation at this time. 

We have before us a request for appropriation in the sum of about 
$52 billion, as you of course well know, for the fiscal year beginning 
this July 1. 

We want to find ways and means of reducing that will not impair 
the defense build-up. We have had better opportunity to study the 
needs and requirements than you have, because we have been here on 
this committee during the presentation of the specific requests. Of 
course it would be impossible for anybody to be fully informed on all 
the needs, but if you have any suggestions which would be helpful in 
any way to the committee, we will be very glad to hear you. 

Mr. Anperson. Thank you, Mr. Chairman. You mentioned my 
deep and abiding interest in this subject, and may I preface these 
remarks by calling attention to certain incidents I have encountered. 
1 think you may recall that in the Eightieth Congress I was chairman 
of the subcommittee on procurement of supplies of the Armed Services 
Committee, and in the course of my investigations I went to Califor- 
nia and visited all of the large Army and naval depots in that area 
and saw the materials they had on hand. During that same investiga- 
tion I visited Benecia, where I saw shipload after shipload of materials 
that had been picked up in the Pacific following the war being brought 
in to be rehabilitated, recovered, reissued, and reused to the greatest 
possible degree. 














ads ch AA 


or 














131 


I saw them open up some of the creates on the pier, and I saw every- 
thing in those crates that you can possibly imagine: crowbars, parts 
of machine guns, parts of every item that the armed services had in 
the Pacific. I said to one of the men in charge of the job that they 
seemed to have practically everything in the crates; and he said, “Yes, 
we are finding everything, and have found everything except a dead 
Jap, and I expect to find him in the next crate.” 

I asked what is going to happen to the military and industry when 
all of this material is brought back and recovered, and reissued ; what 
would happen if it could possibly be identified. 

This man said he did not know what would happen, because it was 
almost impossible to identify it. That brought me to the conclusion 
that we have to have in the Military Establishment a proper means of 
identifying every item of supply, which the branches of the military 
use. 

Mr. Manon. That is absolutely right. 

Mr. Anperson. It is my opinion, Mr. Chairman, that the greatest 
area of saving for the United States Government today is in the field 
of procurement and supply. 


HOOVER COMMISSION REPORT ON SUPPLY 


Mr. Chairman, and members of the committee, there are those who 
attempt to belittle the waste in the Federal Government supply opera- 
tions and who try to justify the present huge appropriation estimates 
in the budget proposed for the next fiscal year. Such people would 
stand in the middle of the Sahara Desert and cry out that there is no 
sand. These people either are ignorant of or would deliberately dis- 
regard the unbiased report of the Hoover Commission’s Federal supply 
project. 

As you know, this supply report was prepared by men selected from 
civil life as being best qualified to recommend where and how savings 
and improved efficiency could be made in Federal supply procedures. 
They divided the savings into those for “things” and those for “serv- 
ices”. The things on which savings could be made, they called “sup- 
plies, materials, and equipment”. The services on which savings could 
be made they called “purchasing”, “storage and issue”, “traflic man- 
agement”, “standard specifications”, “inspection”, “property iden- 
tification,” and “property utilization.” 

The savings and increased efficiency in both things and services de- 
pends in great part on the use of a single supply language and a single 
catalog. The Boover Commission states : 

Without a commodity catalog, which is Government-wide in scope and use, an 
effective program of personal property management will be almost impossible to 
achieve. With it, order can be applied to computation of future requirements in 
relation to inventories and operation programs: procurement ; storage and issue; 
disposal; and other phases of supply. 

One of the major uses of a single catalog system is to reduce the 
number of different items required to correctly and adequately meet 
the supply needs of the armed services and of the civilian agencies. 
Costs increase as the number of items increase; savings increase as 
the number of items are decreased. 

Let us then look at the amount involved in a national budget, and 
determine by analyzing the amounts for things and services, the sav- 
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ings that are possible. The report of the Hoover Commission was 
based on fiscal year 1948. We can study these findings and then relate 
them to the proposed budget for fiscal year 1953. 

The expenditures for the Federal Government for fiscal year 1948 
were $}3,/91,000,000, and of this the expenditures of the armed services 
were $11,983,000,000. 

The expenditures for supplies, materials, and equipment for the 
same year for the Federal Government were $6,402,000,000. Of this 
$5.5 billion were for the armed services and $901 million were for 
the civilian agencies. As the armed services expenditures for things 
is six times that of the rest of the Federal Government, even for peace- 
time 1948, we naturally expect the greatest savings there. Therefore 
we can devote our time most profitably to the supply operations of the 
armed services. 

We have then the sum of $5.5 billion that was spent for “things,” 
or over 45 percent of the total expenditures of the Armed Forces. 
As the duplication in “things” is reduced, this figure can be reduced. 
What then is the duplication that exists in “thing”? One item has 
been reported with 1,108 different names and numbers. Bearings have 
been found to be duplicated so that about 9,000 bearings were found 
to have been assigned over 300,000 different names and numbers. In 
one technical service alone in a 10-week period, 30 percent of the supply 
items on their records were eliminated. The present Munitions Board 
cataloging group estimate that the number of items can be reduced 
by half. What does this mean in money? The Honorable John 
Kenney, at that time Under Secretary of the Navy, speaking in New 
York on October 22, 1948, stated : 


A wartime Navy Department cataloging project with the accompanying sim- 
plified inventory control for the engine parts of one airplane company save in 
1 year $275 million. That is enough to pay the operating costs of the aviation 
supply depot at Philadelphia for over 30 years. 

So it is safe to estimate that at least 10 percent of the cost of “things” 
may be saved by cataloging. 

Now let us look at “services.” the cost of which for fiscal year 
1948 is included in the $6.5 billions for the armed services remaining 
after deducting the $5.5 for materials, supplies, and equipment. 

First, take procurement as analyzed by the Hoover Commission. 
The lack of standard specifications and a common supply language in- 
creases procurement costs in two ways: First, by permitting un- 
coordinated and noncompetitive bidding; second, by duplicating 
facilities and staffs. From 5 percent to 10 percent of the cost of 
“things” may be saved by the elimination of uncoordinated and non- 
competitive bidding. In his same New York speech, Mr. Kenney 
stated : 


To turn to savings on individual items—cataloging disclosed, for example, 
that the Navy was buying identical thread taps from three different suppliers 
at $9.12, $2.33, and 73 cents. 

Identical turbine bearing liner assembled supplied by two companies at $25 
and $63, respectively, were found to be manufactured by a third company which 
could supply them at $9.06. 

Screws purchased at 5 and 10 cents were found to be identical with one screw 
carried by the Navy general stores at 7.2 mills. 

One pinion shaft supplied by one company was known by 13 different identify- 
ing numbers; a single refrigeration comp: ersur piston by 94. 
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On May 3, 1951, Capt. Stanley A. Joy, Navy district supply officer, 
reported to the Bonner subcommittee of the House Expenditures 
Committee that cataloging had enabled the Navy to reduce the cost 
of a bearing from about $80 to $20, and another item, not specified, 
from $65 to about $13. 

Please note that these differences in prices are made without any 
reservations or without attempting to justify theni on the basis of 
being purchased at different times or in different quantities. 


CENTRAL PROCUREMENT 


As for procurement services, the Hoover Commission states : 


The centralized purchases of common-use items, which would be facilitated 
through the adoption of standard specifications, should bring about better unit 
prices or higher quality or both. The much-needed simplification in procedure 
would also result in less need for staff. A 10-percent reduction in staff would 
result in a saving of at least $3 million per year. Curtailment of the cutrageously 
complicated and detailed documentation on small transactions would cut the 
cost of purchasing by millions of dollars pet year. For example, a reduction 
in paper costs of only $10 per order on the 1,500,000 orders now issued per year 
for merchandise of $10 or less in value would mean a saving of $15 millions per 
year. And that is only a drop in the savings bucket. 


Gentlemen, let me repeat that last sentence—“‘And that is only a 
drop in the savings bucket.” 


STORAGE AND ISSUE OF SUPPLIES 


Storage and issue functions offer a rich field for savings. In fiscal 
year 1948 the military operated 160 major warehouses in continental 
Jnited States alone. The size and number of warehouses increases 
as the duplication of identification symbols increases. On this the 
Hoover Commission states : 


The lack of uni‘ormity in item identification and cataloging is a well known 
and recognized handicap within the military services. The War Department 
report, Unified Logistics Support of the United States Armed Services, dated 
January 10, 1947, and prepared by the Service, Supply and Procurement Division 
of the General Staff, cites many illustrations of differing nomenclature used by 
the Army and Navy for the same item. This same report well describes and il- 
lustrates the multiplicity and duplication of military supply depots and lack of 
a coordinated military supply system. 

Needless to say, with standardization of procedures, close central control and 
unified operations will come monetary savings. Dollar savings are relatively 
intangible factors which are difficult to prove and are invariably controversial. 
In the military services, however, the expenditures involved in inventories and 
in personnel engaged in the functional area of storage and issue are so tre- 
mendous that even a small percentagewise saving will represent many millions 
of dollars. For example, a mere 10 percent reduction in military inventories 
through merger of stocks and depot facilities would reduce the inventory in- 
vestment by more than $2.5 billions. A 10-percent reduction in military per- 
sonnel engaged in stores activities would save more than $26 millions annually. 
Comparable savings will follow through reduction in space requirements, sup- 
plies consumed and equipment used in the operations. These figures are merely 
indicative of savings possibilities. They are, in our opinion, highly conserva- 
tive, since these recommendations, if fully adopted and properly administered, 
should result in more than 10 percent reductions in inventories, personnel and 
other costs. 


On this, Mr. Kenny again in his New York speech stated : 


The Bureau of Ships has estimated that through its cataloging program a 
net saving of $25 million on an inventory of $282 million will be achieved over 
the next 6 years. 
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Due to estimated inventory reductions through cataloging, approximately 500 
fewer employees will be needed at two naval supply depots. Resulting annual 
payroll savings will be about $1 million. 

Now, $25 million saving is about 9 percent of $282 million of inven- 
tory. Then, with a total of $26 billion of inventory in the military 
warehouses in continental United States alone, there could result over 
$2.3 billion for 6 years, or approximately $400 million annually. 

With 160 major depots at $1 million savings for two of them, there 
may result, if this may be considered an average figure, some $80 
million annually for personnel alone. 


TRANSFORTATION OF GOVERN MENT PROPERTY 


Total annual charges for transporting Government property ex- 
ceeds $1 billion annually. The Hoover Commission states that it is 
possible— 

To produce initial savings which should amount to 20 to 25 pereent of the total 
amount paid as transportation charges, and continued annual savings in lesser 
amounts. * * * Complaints now before the Interstate Commerce Commis- 
sion for the recovery of approximately $1 billion in wartime traffic is an illu- 
stration of this point. 

Part of the savings in transportation can come from correct catalog- 
ing. Without correct cataloging, incorrect descriptions are used on 
bills of lading, resulting, in many cases, in higher freight classification. 
The Hoover Commission reported : 

The investigation disclosed that there is no adequate control over descriptions 
of articles on bills of lading. Since shipments are made from the myriad small 
field offices through the country and bills of lading are usually prepared at such 
points, it is apparent that the extent of misdescriptions is very great, resulting 
in a substantial payment of excess transportation costs. 

The tools that supply personal use to perform “services” on “things” 
includes units of measure, standardization, item identification, stand- 
ard descriptions, purchasing, specifications, and packaging specifica- 
tions. All of these can be prepared on the same items, by the same 
technically qualified personnel at the same time, and published in the 
same catalog. For that reason, all of this data is catalog data and 
may be referred to as cataloging. Evidently, the Munitions Board 
agrees with this concept, as all have been united under one head. 

On January 15, 1949, in accordance with my request, the Assistant 
Secretary of Defense sent me a report on the cost of these functions, 
including publishing costs for fiscal years 1947, 1948, 1949, and 1950. 
For some strange reason, the Navy Department could not include their 
figures for standardization, packaging, and the preparation of spec- 
ifications. Assuming that these figures would be approximately the 
same as the Army figures, and if these estimated figures are included, 
the cost of preparing and publishing this catalog data within the De- 
partment of Defense for 1947, 1948, 1949, and 1950—4 yvears—would 
be over $140 millions. These same functions have been carried on 
since 1929. Today, in fiscal year 1953, these functions ave still being 
carried on, and recently in hearings before the Hébert subcommittee 
the Congress has been advised that five more years would be required 
for the completion of the catalog. Furthermore, testimony that has 
come to that same subcommittee reveals that the programs now car- 
ried on by the Defense Department may never result in a useful man- 
agement tool for military supply. 
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Inspection costs increase as the number of different names, numbers, 
descriptions, and specifications increase for the same items. For 
peacetime fiscal year 1948, there were 5,700 civilian inspectors in the 
Armed Forces with a payroll of about $20 million; of these the 
Hoover Commission states that at least 10 percent, or $2 million, may be 
saved annaually without impairment of a single necessary function. A 
further saving may be made by reduction in the total number of mili- 
tary supervisory personnel. 


PROPERTY UTILIZATION 


In their chapter on property utilization, the Hoover Commission 
reiterated that— 

The magnitude and complexity of the problem is further illustrated by the ex- 
penditure of more than $6 billion annually by the Federal Government for sup- 
plies, materials, and equipment. 

Of this, $5.5 billion was for the armed services. Also, there were in 
military storage in continental United States in 1948 some $26 billion 
of property, with probably another $14 billion in military storage 
overseas. With respect to this propery and the attitude of Govern- 
ment officials, the Hoover Commission states : 

The point is often convincingly made that theirs is a fluctuating program ; and 
that, if equipment not currently in use is released, they may later have need of 
it which cannot be met with funds appropriated by the Congress. All too often 
however, these same agencies fail to consider the total cost of retaining the ex- 
cess equipment by ignoring overhead charges for storage, depreciation, mainte- 
nance, and record keeping; nor do they consider actual needs of others in re- 
lation to their own conjectural needs. 

Accurate and current statistics on equipment in use throughout the Govern- 
ment is completely lacking. 

Savings in property utilization consist of reducing excess stocks and 
disposing of excess, surplus, obsolete, unusable, and unidentified items. 
These excess stocks can be reduced by at least a conservative 10 per- 
cent, according to the Hoover Commission, or from $2.6 billion to $4 
billion. When proper cataloging reveals that many items now ac- 
cepted as different with different stocks are actually found to be the 
same, a further staggering reduction can be made. Stocks to cover 
over 100 years’ demand have been reported. 

As for surplus, obsolete, unserviceable, unusable, and uncataloged 
items, there were in military warehouses in 1950 stocks valued at over 
$10 billion. 

In addition to all the costs enumerated by the Hoover Commission, 
there are many other hidden costs for space, records, supplies, equip- 
ment, telephones, and so forth, that are difficult to estimate. 

The extent of the chaos and confusion existing in military supply 
operations and the attendant waste may be judged by the attempts 
made by some of the military supply agencies to clean up the mess re- 
sulting from incorrect cataloging. One of these projects has been car- 
ried on for over 5 years by the Navy at Mechanicsburg on ships parts 
alone at a cost in excess of $7 million, and is still going on. Items 
have been reported with over 1,108 different assignments of names and 
pumbers. The degree of duplication depends upon the poorness of 
the cataloging system. <A trip to Mechanicsburg and its “chamber 
of horrors” would convince anyone of the necessity for sound cata- 


loging. 
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SAVINGS ESTIMATED 


Mr. Chairman, I have tried to report to you the savings in military 
supply operations estimated by w ‘ell. qualified personnel and to trace 
the influence of cataloging on these savings. You may note that 
throughout their report is repeated the phrase that a conservative esti- 
~_ of savings on individual functions would amount to 10 percent. 

I do not pretend to be an expert in budgeting and fiscal matters; but 
it seems to me that if all the savings enumerated, whether tangible or 
intangible, were added together, there would result much more than 10 
percent. However, assuming that it is only 10 percent and if the same 
proportion of savings is true today, then there could be saved out of 
the present $52- billion defense budget over $5 billion. 


But there should be borne in mind the Hoover Commission admoni- 
tion that— 


Without a commodity catalog which is Government-wide in scope and use, an 


effective program of personal property management will be almost impossible 
to achieve. 


APPROPRIATIONS MADE FOR CATALOGING PROGRAM 


Mr. Manon. Mr. Anderson, we have been appropriating money for 


a great many years to implement this program of cataloging, as you 
know. 


Mr. AnpErson. Yes. 

Mr. Manon. I do not recall just how many years we have been 
doing that. 

Mr. Anpverson. It has been done for the past 4 or 5 years, at least. 
The Navy has appeared before our committee in connection with the 
bill which we are now studying, and they claim that their cataloging 
is now 65 percent complete. They claim that is a good record. I 
disagree. 

Mr. Manon. Well, perhaps it can never be 100 percent complete, 
with new materials coming in. 

Mr. Anperson. We would have to define what we mean by “com- 
plete.” The cataloging is never complete; the cataloging has to be 
flexible to take care of the flow of new items that come into the service. 
But the point is that, as items become obsolete or obsolescent, they 
have got to be taken out, and as the new ones come into the service 
they have got to be listed. * 

Mr. Manon. Certainly. 

Mr. Anperson. And that is not true today. We have insisted all 
along that they continue this extremely important job of cataloging 
these items, standardizing them, which today is the most important 
way of saving the money of the taxpayers I can think of. 

Mr. Manon. I believe that everyone would agree on the importance 
of cataloging these supplies and materials and of having a responsible 
inventory so they can know where they are. So far as I know, we 
have given them through the years about the amount of money they 
have requested for cataloging purposes. 

Mr. Anperson. I think that is true. 

Mr. Manon. We are up against the problem that they have not 
done the whole job. Whether they should have done the whole job 
with the money they have had and in the time they have had, I do 
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not know. I have been to different places where they have been work- 
ing on this stuff, correlating and cataloging, but I know there is a lot 
of material still unworked. 


DESIGNATING OF A DIRECTOR OF CATALOGING 


Mr. AnvDERSON. Let me tell you this, Mr. Chairman: we have been 
insisting in our studies that there should be a head of the organization. 
They have had various committees heading up this cataloging pro- 
gram, but only recently have they taken the step to designate a direc- 
tor of the program as called for in Resolution 97 of the Eighty-first 
Congress, and authorized under Public Law 152 of the Eightieth Con- 
gress. And it is interesting to know that the Director was appointed 
and given the present basic directive that House Concurrent Resolu- 
tion 97 stated was the intent of the Congress that he should have. That 
was done the first day that our committee had hearings on this single 
supply-catalog program. 

Mr. Manon. How much delay has there been in that regard ¢ 

Mr. ANnperson. Admiral Fox says they have been working for 9 
years, but only recently have they really been given money enough to 
do the job. The Congress has been giving them money enough to do 
the job for the past 4 fiscal years; but, as I say, the step has just been 
taken to have a Director of Cataloging, or a Director of Supply Man- 
agement, in the Munitions Board, and he has the authority under the 
present directive to do the job that I think has to be done. 

But my point is that he can be changed at any time, and the directive 
under which he works can be changed overnight. 

Our committee now is in the process of writing a bill which will 
contain mandatory language, by statute, to compel them to do the 
job that Congress has wanted and intended should have been done; 
but, until this bill becomes law, I do not think we are going to achieve 
the ultimate objective. 


ACTION TAKEN TO DATE 


Let me point out what has occurred. Mr. Hébert’s committee is 
still inquiring into this important subject of standardization and cata- 
loging, and the Department at least has to pay attention to this. 

First, the Defense Department has been designated by the General 
Services Administrator as the agent for the Federal Government in 
developing a catalog. 

Second, a single Director has been named to take the place of all 
the committees. 

Third, cataloging standardization, specifications, and packaging 
have all been united under one head and included as a part of the 
cataloging process. 

Fourth, Admiral Fowler, the present head of the cataloging agency, 
admits that the catalog should be published in book form. 

Fifth, the Secretary of Defense had directed the catalog operations 
should be delegated to the military departments. 

Sixth, every witness has agreed that there should be one name and 
one number of each item of supply, and only one name and one number. 

That was authorized in Public Law 152, and the intention of the 
Congress on that was explicit in House Concurrent Resolution 97, 
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but not until Mr. Hébert’s committee was ready last year to start 
work on this problem were they paying attention to it. 


INCREASED STAFF 


Now, Mr. Chairman, if I might leave with you one specific recom- 
mendation—increase your staff. We ought to have a sufficient staff 
to do this job because we are dealing with tremendous authorizations 
and tremendous amounts of appropriation, and you should have a 
staff to carefully scrutinize all of these requests for increased 
storage and warehousing space. I am very thoroughly convinced in 
my own mind that we have sufficient warehousing space in this coun- 
try to take care of the expanding defense agencies if we can get out 
of the warehouses the obsolete and obsolescent items that are in there 
and make room for the new materials that are coming into the system. 


That is one specific recommendation that IT would make to your com- 
mittee. 


SURPLUS ENGINES 


Mr. Manon. In the hearings—and I was looking at them last night, 
the Air Force hearings, near the bottom of page 1,122—there is some 
information submitted as to the number of surplus engines for the 
B-17, and stuff of that kind. What purposes would those engines be 
used for ? 

Mr. Anperson. That is just typical of many other items. 

Mr. Manon. Yes; there are dozens of things we could possibly do 
with that material. 

Mr. Anverson. I would get rid of it in any possible manner, par- 
ticularly the things that are obsolete and make room in the present 
storage facilities for the new items that are coming into the system. 

Mr. Manion. They can determine how many engines are going to be 
required and how many spare parts would be necessary to meet the 
maximum demand, but beyond that I do not know what they would 
do with them. 

Mr. Taper. They can be put in scrap. 

Mr. Anperson. That is one of the things we were talking about, 
but that cannot be done until we have a proper cataloging system. 

Mr. Manon. That is what cataloging would do. 

Mr. Taser. Well, the catalog would not take care of that. 

Mr. Manon. But inventory would. 

Mr. Anverson. Cataloging will do something, too; because if you 
do not know what you have, if the items are not properly identified, 
you do not know but what you have some extremely important supplies 
that could be used. 


STOCK FUNDS 


Mr. Taner. They told me that they were going to come up here and 
tell us about this stock fund which would supply them with this in- 
formation. 

Mr. Manon. It would supply such things as shoes and clothing in- 
formation. 

Mr. Taper. And the Navy has a stock fund that goes into ma- 
chinery. 
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Mr. Manon. That is right. 

Mr. Taser. And covers extra engines. I do not suppose the Air 
Force stock fund would do that. 

Mr. Marion. I doubt if it would cover that. 

Mr. Taner. What can you tell us about it / 

Mr. Anperson. I am sorry, Mr. Taber, I did not quite get your 
question. 

Mr. Taser. The Navy stock fund would furnish information on 
what they have on hand, shoes. clothing, and such things as engines. 
1 doubt if the Air Force stock fund would go that far. 

Mr. Anprerson. Let me give you an illustration off the record, 

(Off-record discussion. ) 


REDUCTION IN 1953 DEFENSE BILL 


Mr. Manon. Of course, as you well know the requests have been 
broken down in the justifications, and we have some 3.000 pages of 
hearings, which were released yesterday, and will be released todo 
which gives pretty good information on most items. We have in the 
Air Force, aircraft and related procurement, about $11 billion; inain-' 
tenance and operation, about $4.3 billion; research and etn 8. 9, 
something over a half billion dollars: and so much for Air Nation» [ 
Guard and research; and so much for major procurement other thw 
aircraft. It all adds up to about $22 billion. 

Now, our problem is what can we do in this bill. Of course obviously 
we can pass cataloging legislation and we can provide for the depart- 
ments to do cataloging, and we can look back and see where mistakes 
have been made, where poor judgment has been exercised, but what 
we really need now is an answer to the question how can we reduce 
maintenance and operation, procurement of aircraft and these other 
items without impairing national defense. That is the S64 question. 

Mr. Anperson. That. is the $64 question, and I understand vour 
problem. 

Mr. Taser. Do you have any information that would lead you to 
the conclusion that we might be able to cut out a certain group of air- 
planes? 

Mr. Anperson. We have not, from what has come before our sub- 
committee, although I understand Mr. Hébert, who is coming before 
you, actually has some specific suggestions. 


PUBLIC RELATIONS 


Mr. Taser. Concerning publicity. 

Mr. Manon. He is going to talk about public relations. 

Mr. Taner. If we wanted to get rid of that whole thing, I do not 
believe there would be much quarrel with it. 

Mr. Anperson. I do not. believe so. 

Mr. Manon. But getting back to this point of reducing this bill: 
you know the Members of € ongress, on the Democratic side and va 
publican side, are very anxious to cut the bill as deep as possible a 
long as they think it is safe to do it. 

Mr. Anperson. Without impairing the defense program. 

Mr. Manon. Yes. That is where we need some heip. 








140 


Mr. Anverson. I think, Mr. Chairman, if the bill which we are 
now considering becomes law and the policy laid down in that bill is 
carried out, that between now and the time the next appropriation 


— along, you will be in better position at that time than you are 
ay. 


PERFORMANCE BupGer 


Mr. Taser. Do you have anything in the bill that would repeal 
a provision like this performance budget, which is costing the United 
States at least $5 billion a year at the present time. 

{Otf-record discussion.) 

Mr. Anperson. Do you not agree with me, then, gentlemen, that the 
committees of Congress are inadequately staffed to proceed properly 
through these tremendous authorizations and appropriations? 

Mr. Taper. Yes; but they do not even come in and give us a break- 
down on the green sheets, to give us a schedule of the employees they 
are supposed to have in each activity, so that we can tell anything 
about the tie-in with what they have to do and form a decent judgment 
on what they ought to have. If they made the things up honestly so 
that we would know that the request is necessary—but frankly that 
is what is bothering me. 

Mr. Anperson. I realize, Mr. Chairman, that your committee has an 
extremely difficult problem, that it is carrying a tremendous respon- 
sibility, but as I say, if we knew what we had already in the supply 
line, we might make a specific recommendation of what could be cut 
out, but that cannot be done until these items are identified. 


INVENTORY INFORMATION 


Mr. Manon. I think in all fairness, Mr. Anderson, that we must 
all agree that we do have some inventory information with respect to 
many items. 

Mr. Anperson. Yes, the Navy says its catloging project is 65 percent 
complete, and the Army says 48 percent. 

Mr. Manon. But they have fair information; for example, about 
aircraft, the number of engines, the number of different types, the 
amount of ammunition. One trouble is, of course, that they have 
duplication in warehousing because there are so many parts that are 
interchangeable. 

Mr. Anperson. And that are not identified. That is a field where 
tremendous savings lie. 

Mr. Manon. There is no doubt about it. 

Thank you very much; you have been very helpful. We are all 
trying to find the best solution. 

Mr. Gore. One thing we run into is a reluctance on the part of one 
service to be critical of another. For instance, the Corps of Engineers 
will be doing a construction job for the Air Force. The Air Force is 
very, very reluctant to disclose anything that might be embarrassing 
to the Corps of emg and vice versa. 


Mr. Anperson. Yes. 


Mr. Gore. The result is that the Congress does not get the informa- 
tion it needs if remedical action is to be taken. What would you do 
about that ? 
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ADEQUATE STAFF 


Mr. Anperson. Again I come back to my original premise, which I 
tried to point out to the Congress when we passed the last public works 
bill, that the Congress is not adequately statfed to check on these things, 
nor is the committee adequately staffed, when you think of considering 
a $52 billion military budget. 

Mr. Manon. I think it should be added that we have, and I personal- 
ly have had direct contact with the Senate Preparedness Committee, 
and we have had information supplied us from other Members of 
Congress. In other words, we feel that anything that is available to 
the Congress should be available to all interested committees and mem- 
bers of the committees, just like the Bonner subcommittee, the Hébert 
subcommittee, and the Committee an Armed Services, because we are 
all working toward the same end. 

We thank you very much for your help, Mr. Anderson. 

Mr. ANverson. Thank you . 


Tuourspay, Marcu 27, 1952. 
SvucGestep Savines tN DEPARTMENT OF DEFENSE 
WITNESS 


HON. F. EDWARD HEBERT, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF LOUISIANA 

HON. CHARLES H. ELSTON, A REPRESENTATIVE FROM THE STATE 
OF OHIO 


Mr. Manon. Mr. Hébert, the committee is pleased to have you be- 
fore us. We have just been discussing with Mr. Anderson that. 
we were in the process of trying to make up our minds as to the 
content of this 1953 military appropriation bill, which will run into 
about $50 billion. We are confronted with a very difficult situa- 
tion, and we have been getting all the information we could that has 
been presented to other committees, the House and the Senate, and we 
have also taken advantage of information which we have gotten from 
the outside, from individual Members of Congress, who have been very 
helpful. 

I know that you have been carrying on studies and investigations 
of some matters having to do with the Department of Defense and 
having to do with cataloging, and we will be very glad to have your 
views, either on or off the record. 

Mr. Hénerr. Cataloging, I believe has been discussed with Mr. 
Anderson. 

Mr. Manon. Yes, he has covered that pretty well. If there are any 
savings which can be made in this bill, and which can be pinpointed, 
we would be delighted to make the reduction in the bill if it does not 
impair the defense effort. 

Mr. Heverr. Of course, we are not now in the position that we 
think we will be in another year when we will be able to pinpoint 
items in the appropriation bill. You do have to keep in mind that we 
have been uncovering things which have been involved in past appro- 
priations where money could be saved. 
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SAVINGS IN LATHE CONTRACT 


As an example, I have in mind the so-called lathe contract, where 
there was a saving of $59 million on an Air Force contract. The De- 
partment canceled that contract at an estimated saving of some $59 
million. 

Now, they could not have entered into that contract if Congress 
had not provided the money with which to do it. Of course you gen- 
tlemen could not have foreseen that that $59 million could have been 
saved through an efficient operation, and if an efficient operation had 
taken place. 

That is the same position that the committee of which I happen to 
be chairman is in at the moment. We have uncovered these incidents 
of waste right along, demonstrating whereby an efficient operation, a 
more watchful approach could have saved untold millions of dollars. 

Mr. Manon. Of course, we will agree that what we need is better 
management, but we cannot necessarily get better management by 
reducing the amount of the appropriation. It can have some effect, 
but it has been my observation that the military people spend their 
money along. certain procedures; whether much or little, the same ele- 
ments of procedure are followed, and if we could achieve economy and 
efficiency through good management, we might be able to cut 10, 5, 
or $1 billion out of this bill. 

Mr. Heeerr. We seem to have come to the point recently that we 
do not discuss much the savings in millions, we talk more in terms of 
billions. One specific recommendation that was developed and dis- 
cussed with the committee the other day was a very close scrutiny on 
the million dollars—and millions of dollars add up to a billion—that 
is, the amount of money being used by the Defense Department for 
so-called press agents, public relations. 

Mr. Manon. Yes. We have developed through the weeks very 
adequate information in regard to public relations. Last year we 
made a reduction; I think we have made a reduction every year in the 
amount recommended in the bill, and while the bill has been going 
up, I think the reduction that might be considered drastic will be 
made in the public relations. The amount invelved, I believe, is 
about $10 million. 

We have looked into the so-called lathe program, which was brought 
about by a miscalculation of the requirements of the service. I do 
not know that cataloging would have been any help with that. 

Mr. Héperr. No. 

Mr. Manion. That was just poor management. 

Mr. Heperr. Yes. 

Mr. Manion. If you just go.out to get good management, you are 
confronted with many difficulties. For example, a high-ranking 
officer did say te the committee in this room this week that they have 
men who are drawing $6,000 a year, and yet who are making contracts 
involving $50 millions. You can see our difficulty. 

Mr. Heénerrt. Yes. 

Mr. Manon. In other words, they do not always have the best brains 
in the country as procuring officers: they get the best they can. 

One suggestion has been made that we change our system and put a 
civilian officer in charge of procurement. That might possibly be a 
good thing. 
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Mr. Héperr. | think that we should eventually have a civilian as 
head of the procurement agency. 

Mr. Manon. I think that a civilian head, from where I presently 
am sitting, would have been more desirable in some of these fields. 

Mr. Heserr. Yes. 

Mr. Manon. With respect to the lathe program—lI understand they 
admit the mistake ; they admit mistakes have been made, and of course 
there are going to be more mistakes; with $50 billion they are going 
to make a lot of mistakes, of course. 

Businessmen and Congressmen make mistakes; we all make mis- 
takes, but we try to keep them down as much as we can. 

Mr, Héserr. The problem we are all confronted with, both your 
committee and our committee, is what to do, and we have been dealing 
most with what has been done. We are trying to uncover mistakes, 
and through that means we will be able to effect savings in the future. 

As an example the committee uncovered a request for water distil- 
lers. We saved $500,000; and, as a result of the program they will be 
able to carry out in the service, another saving of $200,000 was made. 

And now we have before the committee for examination 9,000 ques- 
tionnaires, from Government inspectors. The information which we 
hope to get from these replies should lead to better and more efficient 
management and additional savings. 

Mr. Manon. May I suggest what in my judgment would be a good 
thing for the Committee on Armed Services to do, that would be to 
sponsor and procure the passage of legislation that will set up a com- 
mittee on investigation, that is not responsible to the secretary of 
Defense or the Secretary of the Army, the Navy, or the Air Force, nor 
the Chief of Staff. Then you will get honest inspection and etfective 
inspection, but as long as the Inspector General works under the Chief 
of Staff, when he goes out to inspect an installation of the Chief of 
Staff you will get that type of report and not the type of information 
that is needed. 

Mr. H&serr. In this particular instance we would have to get the 
proper support of each department. 

Mr. Manon. Do you not think the inspection system is all wrong 
to begin with ? 

Mr. Heéserr. Yes. The committee has been emphasizing that basic 
fundamental all the time. The contracts that were found to be bad 
have been, most of them, the result of poor and inefficient initial 
inspection. 

Mr. Manon. Mr. Gore. 

Mr. Gore. Mr. Hébert, the question is raised in my mind, after all 
that I have seen and heard of the armed services; if we would not be 
better off if we did not have an Annapolis or West Point and take our 
officer personnel from the woof and warp of our American economy. 
You take a young man out of high school and put him into college and 
deny him a right and privilege of having any practical experience, 
and eventually he is turned out as head of the Engineer Corps or he 
turns up as the commander of a great construction program, or of the 
technical project without the experience which he could only get by 
rubbing elbows in our American way of life. 

Mr. Heserr. I do not think that we ought to abandon the Acade- 
mies. 
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Mr. Gore. I am not suggesting that we do, but I wanted your 
reaction. 

Mr. Heésert. As Mr. Mahon has said before, if you can interwine 
into our system qualified civilians to control 

Mr. Gore. It is the lack of civilian support. 

Mr. Hésert. I am not willing to put all of the blame on the pro- 
fessional soldier, the professional sailor. I have seen these individuals 
come down here to Washington, civilians with big ideas who were 

oing to reform things, and it is only a little while until they become 
rustrated and go along with the tide, and it is not very long until 
they are doing just exactly what has been done before. 

Mr. Gore. Well, I am frustrated now. 

Mr. Heésert. We are all going to become more frustrated; but we 
‘annot stop plugging away because we are frustrated. 

Mr. Gore. I did not mean to imply that I am going to stop because 
I am frustrated. 





COST-CONSCIOUSNESS PROGRAM 


Mr. H&évert. There is one proposal of this committee that has been 
very interesting. Mr. Pace, the Secretary, has what he calls a cost- 
consciousness program, and the very fact they have started a cost- 
consciousness program is I believe, an indication that they were not 
properly cost-conscious before. If every military establishment in 
this country were cost-conscious millions of dollars would be saved. 

Recently they had at Aberdeen, over here in Maryland, a 2 weeks’ 
school; when they started there were 4 major generals, 3 brigadier 
generals, 250 top officers in a school on the proposition of eliminating 
waste. A platoon marched down before them singing, “Sound off, 
overcoats don’t come from heaven, mine cost thirty-seven, one, two,” 
and so on. 

This shows that they had not had something that should have been 
done all the time. 

Mr. Manon. I think perhaps it is not quite fair to say that because 
they had not had a cost-consciousness program you could argue that 
they were wrong all up to that time. You could argue that they 
should have had more cost-consciousness. But if we pass a good 
bill in Congress today we cannot necessarily say, why did Congress 
not do that last year, or 20 years ago. 

In other words, if every time we made any improvement we say, 
why has that not been done a long time ago. But with respect to 
cost-consciousness, While that is good, jt is not just the low ranking 
officers, or the enlisted men who need to be cost-conscious; it is the 
top brass in the Pentagon and those who are in a lot of these other 
installations. 

Mr. Héperr. That is correct; that is our problem, and not all of 
the top brass are in the Pentagon; all down the line, and even in the 
Reserves. 

Mr. Gore. Let me give you an example of cost-consciousness among 
the high brass: We had General Cannon up here the other day, the 
commander of the Tactical Air Force. He made a very nice speech 
about how cost-conscious he was and that he was trying to set an 
example in his command. When we asked how he came here, he told 
us he came in a plane, a C—54, and he admitted also that although he 
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was 60 years of age, he took his turn at the controls in order to draw 
flight pay. That is a remarkable example of economy. 
Mr. Heserr. That is inefficiency. 


PUBLIC RELATIONS 


Mr. Manon. I do not want to keep you here too long. I think all 
the Members of Congress, and particularly this committee want to 
reduce as far as we can safely and properly the funds for public rela- 
tions. Would you grant that there should be a public relations 
officer—and you are a newspaperman, I would like your comments— 
would you grant that there should be one public relations man, per- 
haps, in a base, say, the size of —— 

{r. Hésert. Mr. Chairman, there is definite need for public in- 
formation, for public relations, or whatever you want to call it; but 
my objection is to propagandizing and building up all of these big 
organizations. There is before us a request for increase in the num- 
ber of civilians in public relation service in the Pentagon. 

Mr. Manon. How many properly do you think they should have ? 

Mr. Hépzerr. Our committee will come out with a recommendation. 
We are analyzing the information we have, and we are going to get 
around to submitting that information to you. We got a list from the 
Defense Department alone showing 283 individuals allocated to public 
relations. 

Mr. Manon. How many do you think, as a newspaperman, they 
need? We do not have very much time within which to mark up this 
bill. Do you think the Army should have as many as 10, the Navy 
as many as 10, or the Air Force as many as 10, or as many as 5? 

Mr. Heépert. Yes. 

Mr. Manon. And the Secretary’s Office as many as 20% TI am not 
saying that they do not need them; I am just trying to get your re- 
action. 

Mr. Taper. Could I refer to some figures here? We have here a 
proposal of the publicity artists: Civilian employees, 262 in the de- 
partmental; military employees in that same place, 244; or a total of 
506. 

Field, zone of the interior, average number of civilian employees, 
267; military, 698; or a total of 965. 

Field, overseas, civilians, 84; military, 621, a total of 705. 

An over-all total, civilians, 613; military, 1,563, or a grand total 
of 2,176; and the payroll is $11,759,702. 

Mr. Manon. Has your committee been working on this? 

Mr. Hénerr. We have not; we are just getting started on the details. 

Mr. Manon. I know you have many other burdens, but my thought 
is: Could you take those figures and make a little memorandum, off 
the record, or on the record, and say, “Our best guess, under the cir- 
cumstances, would be that they properly should have approximate- 
ly so many.” 

Mr. Heserr. We can. The $11 million, as I understand, is also pay 
of military personnel; is that in that ? 

Mr. Taper. Yes. 

Mr. Héserr. Let us see what we can do. 

Now, Secretary Finletter, with the big Air Force, told us he thought 
their personnel would run only 1,400, and they have cut that back 65 
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percent, and they have cut their civilian personnel for the Air 
I orce—— 

Mr. Taner. How many ? 

Mr. He&perr. 65 percent. 

Mr. Taner. How many do they have for civilians? 

Mr. Héserr. I think 16 civilians. 

Mr. Taper. They have got a cover-up somewhere on that ; they have 
got 173 in the Ofice of Public Information, in the Department of De- 
fense, exclusive of the three services; they have got 144 military in 
that particular set-up, exclusive of the three services, so that the 16 
does not hit it at all. 

Mr. H&éserr. I should say in fairness, that the total civilian per- 
sonnel allocated to the publicity department is—— 

Mr. Manon. You are up against this proposition, that if you cut 
out the military public relations man, and if you do not reduce the 
size of the Army, the Navy, or the Air Force, you have not saved any 
money by such operation, if they are simply shifted to another branch 
of the service, unless they are sent to some place where they would be 
performing more effective employment. ‘The trouble has been that 
where they have been making these reductions it has not meant a re- 
duction in dollars. 

Mr. Hserr. It is a complex problem, I know. 

Mr. Manon. They do not have as many dollars available for the 
pay of civilian personnel. 

Mr. He&serr. This was indicated recently in making a ceiling check. 

My appreciation of a public information officer is a man to supply 
the press and so on with the information which they need. I do not 
think it is within the province of a public relations officer to promote 
his chief, or to publicize his chief. 

Mr. Manon. That is one of the major things to which they devote 
themselves. 

Mr. Héserr. Of course it is. If we have that man devoting him- 
self to publicizing his Chief, he is not really doing the job he is sup- 
posed to do. He is spending money for a thing you may not believe 
in and I may not believe in, but it is very favorable to that individual. 

You do not need that number of men in the Pentagon. What did 
the military do before the so-called Unification Act? They have 261 
press agents. Why dothey need them now? 

A cursory examination of the list they sent to me the other day 
indicated that in one division alone there was a liaison officer, a liaison 
Army officer to the Defense Department at $9,800 a year. Is that not 
ridiculous? A liaison! A liaison between the Army and the Defense 
Department. 

Mr. Manon. Let me ask you this: Would you suggest that we reduce 
the number of people in uniform below the budget estimate, and direct 
that this reduction be made in the military personnel ; or would you 
just cut them out, try to cut out the people themselves, and have them 
assigned to other duties ? 

Mr. Hésert. I would cut the people and have them assigned to 
other duties. T would cut the appropriation. And I would limit the 
number of civilians employed. Most definitely. 

Mr. Gorr. We might also eliminate the liaison officer here on the 
Hill. I have never been able to get anything from him which I have 
not been able to get just as easily from the Department downtown. 
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Mr. Héserr. My experience as to the liaison on the Hill is that it 
functions pretty well. 

Mr. Gore. My experience is that it is utterly useless. 

Mr. Manon. What is that ? 

Mr. Gore. The liaison on the Hill. I have never been able to get 
anything out of them that I could not get by picking up a telephone 
and calling the Pentagon. 

Mr. Héserr. Do you realize, George, that the Director of Public 
Information in the Department of Defense draws more money than 
the Chairman of the Munitions Board? His salary is $14,800 a year. 

Mr. Manon, Off the record. 

(Discussion off the record.) 

Mr. Manon. What can we do in the Appropriations Committee? 

Mr. Héserr. Cut the appropriations for the public relations. That 
is one definite recommendation I have; and they can get along with it. 

Mr. Anverson. Off the record. 

(Discussion off the record. ) 

Mr. Manon. Mr. Elston, we are delighted to have you here and 
to have you participate in our discussion, on and off the record. Have 
you any special recommendations to make with regard to this bill? 

Mr. Exsron. I do not think I could add anything to what has been 
said. I think you have to do both things mentioned. You have to 
make an across-the-board cut, and you have to specifically eliminate 
those services which are unnecessary. 

Mr. Gore. What kind of an across-the-board cut would you sug- 
gest ‘ 

Mr. Extstron. Well, Albert, it is pretty hard for me to say. 

Mr. Gore. It is pretty hard for us to say. 

Mr. Exsron. I know. Your job is an exceedingly difficult one; and 
So Is ours. 

We know that because of this investigation they are going to save 
money here and there that they never intended to save. They are 
beginning to become a little fearful now that they are going to be 
investigated, so they are beginning, I think, to save a little money. 

We cannot calculate the money that the investigating committees 
have saved for the Government. We can on a cataloging bill, and 
we can on some of these specific things, but we do not know what we 
save by reason of the fact that we are a restraining influence on them. 

So if you do make a substantial cut, you are only going to cut out 
what I think they themselves anticipate they are going to have to cut 
out. 

We could go on and give example after example of where they are 
throwing money to the winds. 


PUBLIC WORKS 


We had the big public works bill before us, and we had no chance 
to go out and investigate those items, but we are finding out now 
that they are asking for things they had no right to ask for. I have 
an example on that, if you can indulge me for a minute. 

We have a matter under investigation now which is absolutely 
shocking. It was where they had some company start to build air- 
planes in a Government- owned plant. They spent $5 million on 
tools and getting the place ready, and then they said, “Drop it.” They 
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said, “We have awarded the contract to somebody else; just forget 
about it,” and so forth. It is a case that is going to be shocking to the 
public, I think. 

Mr. Manon. In other words, it isa case of bad management ? 

Mr. Exsron. The poorest kind. 

Mr. Manon. But could Congress have sat here and refused to give 
them money for the Air Force program ? 

Mr. Exsron. If you had, they would have done other things. I can 
give other iJlustrations. 

They had, among other things—and I think it is in your bill—an 
appropriation for the Reserve training program. They said they 
needed to spend a lot of money at different airfields around the country 
in order to have a complete Reserve training program. 

In my part of the country they were going to spend between $2 mil- 
lion and $3 million at what we call the Greater Cincinatti Airport. I 
should be interested in it, but Iam not. It is just 13 miles away from 
where I live, at a place known as Boone County Airport, over in 
Kentucky. They are going to have these men train where there is a 
lot of commercial traffic; whereas just 40 miles upstate there is a base 
known as Clinton County Base, with an 8,000-foot runway, a 6,000-foot 
runway, and hangars that will accommodate C—54’s. For $50,000 they 
‘an put the buildings and everything else in first class shape; and the 
Reserve officers want to go there instead of Kentucky, but they have 
determined they are going to spend between $2 million and $3 million. 
That is in this bill. 

Mr. Manon. You do not mean it is in this appropriation bill before 
us? 

Mr. Taner. In the proposed budget that has not arrived. 

Mr. Manon. The public works will come later. 

Mr. Taser. We could give that a check. 

Mr. Manon. Yes. 

Mr. Exsron. ‘That is just one instance, John. 


STENOGRAPHERS’ CHAIRS 


We had another case where someone reported to us that the Air 
Force was building stenographers’ chairs. Now, they could go to the 
General Services Administration and get all the standard stenogra- 
phers’ chairs they wanted, but they were spending a large sum of 
money out at Wright Field in research and development of a sten- 
ographer’s chair. 

Mr. Mexuon. If you will read our hearings, you will find that we 
had quite a hearing on that, and received a statement as to the pro- 
curement policies on stenographers’ chairs. 

I believe they wanted about $16 for a stenographer’s chair, and they 
denied that they had wasted any money, and they gave a convincing 
story on that. I wish you would read the hearing. If we were told 
the truth, then they are subject to no special criticism. 

Mr. Heésert. I know that. That is a very interesting thing, and 
you should know about it. We have not come out with the chair story 
yet, on the real facts, because Secretary Finletter asked us to hold up 
until he has the opportunity to come over and talk to us. 
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Here is what happened chronologically on the chair story: At Day- 
ton Field they were getting ready to give the stenographers deluxe 
chairs at $28 each. 

Mr. Manon. Of course, $28 is not much for a chair these days. 

Mr. Hészert. I know, but the General Services Administration had 
chairs. I am using these figures just generally. They had chairs for 
$18, which were good chairs, but the Air Force was going to get ready 
to get this $28 chair, and the committee stepped in and stopped them 
on that. 

Mr. Manon. They deny that. 

Mr. Héserr. I know. Let me show you what we are confronted 
with here. 

Then they made a franctic effort. Secretary Finletter was in before 
Senator O’Mahoney’s committee, over in the Senate, and Senator 
O’Mahoney and Senator McClellan told them they ought to do a little 
table presenting, so they started presenting the tables. 

The next thing that came up was a memorandum from the Secretary 
of Air, which he submitted to the Senate Appropriations Committee, 
presumably the same as he submitted here, which shows only a differ- 
ence of a dollar and a half, or something. 

Mr. Manon. This was not a memorandum; we had quite a hearing. 

Mr. Hépertr. Yes; but we have the memorandum. Secretary Fin- 
letter was in my office. He knew nothing about the memorandum, and 
it was submitted under his name. 

It was an entirely different story. In fact, our information shows 
that the memorandum was written 8 days before the bids were actually 
asked for. 

The other day Secretary Finletter called up, and wanted to come 
over to my office, to discuss that, so they sent over two colonels who did 
not know anything about the memorandum. They wanted to show 
me chairs. Weare not interested in chairs, per se, to tell us “This chair 
is better than this.” We want to know how they are trying to circum- 
vent what we are trying todo. They are trying to explain it away. 

Our information from Wright Field is—and very accurate—that 
when this thing came up they rushed into the office and said: 

My God! Get these things out, because we told Finletter they were out. 
They then came over and told us a very plausible story, but we have 
not finished with the chairs yet. 

Mr. Manon. I do not know at what page in our hearings the testi- 
mony appears about the chairs, but they have requested funds for a 
certain number of chairs, at what I consider to be a fairly adequate 
price. 

Mr. Heéserr. As a matter of fact, George, they have chairs now 
for $14. 

Mr. Manon. You can get a chair for most any price, but I think 
a good chair in the long run is better than a poor one. 

Mr. Hérerr. Yes. That is right. The General Services Admin- 
instration says this is a good chair, an adaptable chair, a solid chair. 
Then should the Air Force be spending its time on researching other 
chairs? , 

Mr. Manon. No. 

Mr. H&ésert. That is what they did. 

Mr. Manon. They should not. 
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Mr. Héperr. That is what they did. 

Mr. Manon. But the testimony is that the General Services Admin- 
istration has several types of chairs, and the agencies can buy any 
t Yh of chair they want. 

r. ANpERSON. But they did not do that. 

Mr. Hésert. They did not do that. 

In the memorandum they submitted to the Senate Appropriations 
Committee they used the General Services Administration as the au- 
thority, and they lifted out of context a paragraph to support their 
case, and did not quote the next paragraph, which knocks their case 
down. 

Mr. Manon. Coming to the point; do you think we ought to strike 
out the appropriations for stenographers’ chairs in the bill? 

Mr. Anperson. Reduce your bill 5 percent. 

Mr. Exsron. George, the point which we were making is that they 
had no business indulging in research and development on chairs, 
when they could get chairs from the General Services Administration. 
They were wasting manpower in making that investigation. 

Mr. Manon. To what extent they were engaged in research and 
development I do not recall, but I believe it was denied here that there 
was research and development in that field. 

Mr. Hépert. We have a letter. 
Mr. Exston. We have a letter in which they say they were doing 
it. 

Mr. Hévert. We have got the letter. 

Mr. Anverson. It says they are researching it. 

Mr. Exstron. Yes. 

Mr. Taser. I know this, having gotten the information from an 
employee; the Navy had 8 or 10 different officers and several civilians 
going over stenographers chairs to pick out what they would buy, 
for 2 or 3 or 4 weeks. They did nothing else but that all that time. 

Mr. Manon. I think it is important, in the interest of efficiency, 
for people to have good chairs. In this committee room we have 
had all manner of trouble trying to get chairs which are reasonably 
satisfactory and comfortable. I know that the cheapest thing you 
can buy, perhaps, if you want efficiency, is a chair in which you can 
sit comfortably, which will be a suitable chair. I do not think there 
would be a difference of opinion about that. 

Mr. Taper. But you do not want them to be too comfortable, 
George. 

Mr. Manon. They might go to sleep? 

Mr. Taser. It is a good deal easier to keep them awake that way. 

Mr. Héserr. We are not denying that. These are little things, per- 
haps picayune and petty; but it shows the thinking and the general 
trend that these fellows follow. 

Mr. Manon. On page 781 of the Air Force hearings of the Depart- 
ment of Defense appropriation bill for 1953, there is the beginning 
of the discussion of chairs to which I make reference. I have not read 
it since it was printed; and, frankly, I do not recall precisely every- 
thing that was stated about it. 

We are certainly in accord with your views that we want to do every- 
thing we can to effect economy. 

Mr. Hévert. May I ask you this, George: Those hearings have not 
been released. 
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Mr. Manon. Oh, yes. 

Mr. Gore. No. They are subject to release Saturday, I believe. 

Mr. Manon. They are released to the members now. 

Mr. Hépert. We would like to have a copy of that, to examine what 
they say there. 

Mr. Manon. Take it with you [handing document to Mr. Hébert]. 
Please do not give it to the press yet. 

Mr. Hénerr. Oh, no. 

Mr. Manon. I think the press already has it, though. 

Mr. Gorr. I think it is for release Saturday morning. 

Mr. Taser. I think it is released. 

Mr. Gor. Maybe so. 


HAZARDOUS-DUTY PAY 


Let me ask you for a specific example. In view of the fact that the 
fellows who have been fighting and who may soon again be fighting 
in Korea draw no pay for special hazards, no extra pay for special 
hazards, would it not be fair and a wise economy to cut out the flight 
pay and special hazard pay ? 

Mr. Anperson. You mean in combat ? 

Mr. Gore. I mean for those who are not in combat. 

Mr. Anperson. For those who are not in combat ? 

Mr. Gorr. Those who are in combat do not get it. What is the 
reason? By what reason should we permit the fellows here in the 
Pentagon to draw special hazard pay when we do not give it to the 
men who are actually facing the enemy ¢ 

Mr. Axperson. That does not make sense. 

Mr. Exsron. In any event, there should be some limitation on it. 
I do not think that a two-star general or a one-star general or a high- 
ranking officer who does nothing but travel around this country should 
have flight pay, extra pay for that kind of work. I thought we had 
some legislation at one time in which we tried to correct it. I do not 
believe we were successful, because there is a lot of resistance to 
eliminating the flight pay. 

Mr. Gorr. I think the place to handle it is in this bill. 

Mr. Exsron. I think you are right. 

Mr. Héverr. Here is another example. I got a letter from a cap- 
tain of the Artillery in Korea, a boy who said they were taking care 
of their income-tax exemptions. Going into a combat zone, I think 
they were allowed a $200 a month exemption, or something like that. 
Now, as an example, they are sending the officers up to the combat zone 
for 24 hours and then taking them out. It is much like the general 
who flew the plane from Norfolk up here. Then they qualified. 

That practice is going on. It is something the committee should 
look into. It all goes bac ‘k to how much money you give them. If they 
do not have that much money, they will not be able to do it. 

Mr. Gore. I am afraid you are in error in saying it all goes back 
to how much money we give them. What I am fearful of is that if 
we gave them a 10-percent reduction, unless we go further and do 
something else, the reduction will be applied to the number of planes 
we have to fight with and not to the number of press agents in the 
Pentagon. 

Mr. Anperson. You are right. 
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Mr. Héserr. [ think you are right on that. I do not think you can 
do it across the board without any pushing against it. 

Mr. Gore. I think we have to say something about where the cut 
should apply ; and, if we are not ready to do it, we should defer the bill 
until we are ready. 

Mr. Eston. They usually will apply it in the wrong place. 

Mr. Gore. That is my impression. 

Mr. Hesert. I do not like an across-the-board cut. 

Mr. Manon. Is there anything else you gentlemen could say to be 
of help tous? We do appreciate your coming over. 

Mr. Hésert. Thank you very much for the opportunity. 

Mr. Anperson. Thank you very much for your attention. 

Mr. Manon. We always want to work together in the public interest. 

Mr. Anverson. That is right. That is what we want to do. 

Mr. Taner. Thank you, gentlemen. 


Frmay, Marca 28, 1952. 
SuGGESTED SAVINGS IN DEPARTMENT OF DEFENSE 


WITNESSES 


HON. HERBERT C. BONNER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NORTH CAROLINA 

HON. WILLIAM C. LANTAFF, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF FLORIDA 

HON. CECIL M. HARDEN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF INDIANA 

HON. THOMAS B. CURTIS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MISSOURI 

HON. GEORGE MEADER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MICHIGAN 

THOMAS A. KENNEDY, GENERAL COUNSEL, COMMITTEE ON EX- 
PENDITURES IN THE EXECUTIVE DEPARTMENTS 

HERBERT ROBACK, STAFF MEMBER, COMMITTEE ON EXPENDI- 
TURES IN THE EXECUTIVE DEPARTMENTS 


Mr. Manon. Mr. Bonner, we are pleased to have you here before the 
committee. 

All Members of Congress are interested in the national-defense pro- 
gram and ways and means of effecting economy and promoting effi- 
ciency. It would be unreasonable to expect the impossible of the Ap- 
propriations Committee or of your committee or of Congress or even 
of the Department of Defense. 

Our problem now, at this critical juncture, is what to do about the 
items in the pending bill. For example, take the Air Force budget. 
The first item is “Aircraft and related procurement,” and is $11 bil- 
lion. What shall we do toward increasing the number of aircraft or 
decreasing the number of aircraft? 

The next item in the bill is “Major procurement other than air- 
craft,” such as electronics and so forth. We have spent weeks discuss- 
ing those things, and the hearings are replete with information about 
them. 
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We have a request before us for the Air Force of $4.5 billion for 
maintaining and operating the Air Force around the world. We have 
about $1.7 billion or $1.8 billion in the bill for research in the Depart- 
ment of Defense. We have, of course, the Air National Guard and the 
Regular National Guard and the Reserves and all these other programs 
which come into this picture. 

I referred to the Air Force budget. The Navy and the Army 
budgets breakdown in about the same way on “Procurement,” “Main- 
tenance and operations,” and other items. 

One big item I did not mention, of course, is “Pay of personnel.” 

That is a matter of law, as to what the personnel shall be paid. 

If we cannot spend weeks and years working on military budgets 
and figuring out ways to make suitable reductions, it might well be 
asked, “How could we expect you to know how to make suitable 
reductions?” 

Personally, I do not expect you to be able to do anything other 
than to confer with us and advise with us and give us any views 
which you think might be helpful. You may make any suggestions 
you wish, either on or off the record. We are not trying to put any- 
body on the spot at all. I doubt that this hearing will be printed. 

We are just American citizens, trying to do a job, and it is a very 
difficult job, and we need all the help we can get. 

I have talked with the members of the Senate committees who deal 
in the military field, and I have talked with you and with many 
others. We have discussed these things here for weeks in the com- 
mittee on the current bill. We have discovered through our own 
investigations and through the investigations of others many impor- 
tant things. We try to use information from any source. We wel- 
come it all. We have no sense of jealousy. All of us working together 
are not going to do too good a job. 

There is the picture. We would like at this time to discuss what 
we possibly can do toward improving the structure of the bill which 
we hope to take up and pass before Easter. Do you see my point? 
I just do not want to expect too much of you. Anything you can do 
to help us would be-appreciated. 

Mr. Bonner. Mr. Chairman, I am the chairman of the subcom- 
mittee of the Expenditures Committee of the House of Representa- 
tives which has been studying procurement and management efficiency 
in the armed services for about 18 months. The statement I am going 
to read is not a report from our committee. _It is my personal state- 
ment. I will ask the members of this subcommittee who are present— 
Mr. Lantaff, of Florida, Mrs. Harden, of Indiana, Mr. Curtis of Mis- 
souri, and Mr. Meader, of Michigan—to give you their personal views. 

This committee has 152 hours of recorded hearings in the Army 
depots, Navy and Air Force installations. We spent 50 hours in per- 
sonal inspection of installations, within the States and abroad. 

There is every need today for the closest cooperation among the 
committees of Congress. 

We have been studying the problems of military supply manage- 
ment in the zone of the interior as well as overseas. We fully believe 
that savings of billions of dollars can be made if improved Federal 
management practices are brought to handling of military supply. 
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We may as well face the fact that the so-called Unification Act has 
misfired. Now we have three independent competing Departments 
where before we had two. 

You are interested in how much of a cut can be made in the present 
military budget. You are also interested in where these cuts can take 
place. I should like to say that, based on my observations to date, I 
can support a 10-percent cut across the board. I believe this cut can 
be made without even drawing blood. I say this with full knowledge 
that any cut is a decision of policy affecting the striking force of the 
Military Establishment. I believe such a cut, instead of rendering the 
military less effective, will actually result in improvement of the end 
products of our national-defense efforts; namely, combat strength. 

In every appearance of the Secretary of Defense before our subcom- 
mittee, upon cross-examination, he insisted that he had sufficient au- 
thority under the law to “eliminate duplication and overlapping” as 
contemplated under the National Security Act of 1947. Since he needs 
no further legislative assistance or states that he needs no further 
legislative assistance, we can only conclude that the administration of 
the Department of Defense, whatever its quality, is his responsibility. 

Therefore, it appears at this time that the best method would be to 
slash the budget 10 percent and put. the responsibility squarely on him 
to carry out the intent of the law. If he reads the newspapers and if 
he studies his reports, he will have plenty of material for knocking 
heads together. 

The Secretary can carry out this administration based on such a 
budget if he insists on uniformity of forms, procedures, and policies 
with the flexibility that this will produce. He must assign priority of 
importance to projects and commodities. The era of coin-flipping 
must end. 

T know you gentlemen are interested probably in specifics where the 
Secretary might show a little energy. I shall try to give you a few. 
In stating them 1 should like to tell the committee that in our recent 
overseas study we explained our mission to General Eisenhower and 
asked his comments based on his field experience. He wholeheartedly 
supported our views in supply and gave us freedom to quote him as 
saying “unification can work if a Secretary of Defense has guts.” With 
regard to the specifics, we are convinced that the planning and imple- 
mentation of a separate Air Force supply system for common-use items 
is an unconscionable burden on the taxpayer at this time. The vast 
construction program they contemplate for such a supply system which 
is needless, is under way, whether the Secretary of Defense knows it 
or not. The Army is giving adequate support to the Air Force in these 
items, and the Navy could also supply the Air Force with some of these 
common items. However, to cite an instance, in Alaska where adequate 
Army storage is available, the Air Force is taking steps to build a new 
warehouse—a small item of $800,000. In Okinawa the Air Force is 
planning a large depot expansion program, where adequate Army 
warehousing exists. In Okinawa, also, we saw personnel housing cost- 
ing $22.000 per unit, under Army engineers’ contracts, being erected 
alongside buildings of a local corporation of adequate design costing 
one-third as much. 
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PERSONNEL HOUSING COSTS 


Mr. Taser. Do you mean at half the cost / 

Mr. Bonner. At half the cost or less, sir. As I remember the 
figures, they were $22,500 for the homes constructed by the Corps of 
Engineers, and this private corporation was constructing them at 
about $8,000. 

Mr. Gore. $8,000? 

Mr. Taper. $8,000? ; 

Mr. Bonner. And you could not tell the difference so far as ade- 
quacy is concerned. 

Mr. Tazer. That is only 40 percent. 

Mr. Lanrarr. It was about $8,600. 

Mr. Gore. Of comparable material / 

Mr. Bonner. We looked at them from the first laying of the founda- 
tion, during the construction and during the completion. I could 
not tell the difference in the materials without making tests of course, 
but the cheaper one was the most attractive by far. 

During the last war the Army Service Forces centralized the efforts 
of the Army Tech Services. This resulted in better requirements 
determinations, coordinated purchase and disposal; it can eliminate 
competition; today such action by the Secretary of Defense could 
establish uniform order-shipping time for all theaters as well as uni- 
from stocking levels. This would have to precede any hope of ever 
unifying the Army with the Navy and Air Force. 

I feel that 1 might list at this time a series of other areas which 
should engage your attention, such as the need for centralizing re- 
cruiting; elimination of the coffee program and such; a cut of traffic 
costs of about 3 percent; a merging of the MATS with MSTS and 
MTS; there should be no Air Force academy at this time. Let the 
services get acquainted with each other by a little flexibility in using 
each others personnel. 

All common items should be assigned to the Army and Navy as a 
first step and let all three services draw from these sources. 
should be a reduction in civilian type items held in stock. 

Useless management studies repeating what has already been studied 
several times should be done away with. All management studies by 
outside firms should be coordinated and centered in the Office of the 
Secretary of Defense. When individual departments set up a study 
by such management firms, they practically dictate the results. , 

Mr. Gore. Are those studies done by contract? 

Mr. Lantarr. Yes. 

Mrs. Harpen. Yes. 

Mr. Gore. Cost-plus contracts, I suppose. 

Mr. Bonner. Yes, in some cases. 

There should be no move of major installations within the zone of 
interior from one geographical location to another. 

The committee should watch that no funds are expended to put the 
Army into a gray uniform at this time. The funds being used at pres- 
ent to test a regiment in the Washington area area waste. It could not 
possibly be tested at this time unless it indicated some thinking of 
change. When queried the military always say that they are merely 
studying it—it is like a man who says I am not building a house; I am 
merely building a basement at this time. 


There 
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The Congress should insist on more widespread of commercial 
specifications. 

The committee might well look into the sloppy bookkeeping that is 
indicated in the reevaluation of inventory on clothing. This item has 
been alluded to on occasions in the press. On page 258 of the Army 
Appropriations hearings, 1953, a hint of this is available. If their 
present budget estimates are no more valid than their past bookkeep- 
ing, a complete examination of the Army Comptroller’s Office is 
wanted. There are 640 committees in the Office of the Secretary of 
Defense. These should be cut down—they all involve paper work, 
staff work, and personnel. 

The staff of the Munitions Board, which is approximately 800, 
should receive an analysis since they appear not to have accomplished 
as much as several of our subcommittees have in their recent actions. 

A unified logistics command for each theater overseas would be a 
basis for much saving. The Army areas, Air Force areas, and naval 
districts should be geographically coincident in order to eliminate 
red tape, paper work, and overlap of personnel. 

The operation in Trieste is questionable and I merely bring it to the 
attention of the committee. 

In Trieste we maintain 5,000 men. There are in the same area 
4,700 Italian policemen, 5,000 British troops, and 5,000 Yugoslav 
troops. For all the benefits we derive in this area, a military mission 
would suffice. It costs $1,000 per man to maintain these troops in 
Trieste, not counting housing costs in a city busting at the seams. 

We could close the P-X’s in the metropolitan districts. Local busi- 
nessmen would be glad to give a professional discount to service per- 
sonnel, such as are extended to ministers and policemen. Commis- 
saries in the same areas could be cut. Maintenance and rent could be 
charged for officers’ clubs. 


AIRFIELDS 


Airfields of World War IT could be reactivated in place of building 
new ones a few miles distant. 

This committee visited Bunker Hill Airport. It is a beautiful 
establishment, in perfect condition. The requirements of the con- 
tract, so far as this committee could ascertain, have been well carried 
out. The buildings are in splendid shape. No windows are broken. 
All the facilities are there. Yet the Air Force, just 100 miles away, 
is building another airport. Peru, Ind., is the crossroads of three 
major railroads. 

Mr. Taper. Where is this Bunker Hill? 

Mr. Bonner. Peru, Ind. 

Mr. Taper. Peru, Ind. Is it Bunker Hill Airport? 

Mr. Bonner. It is named Bunker Hill Airport. It is a little town 
of Bunker Hill, near Peru, Ind. 

This committee, you might recall, made a report on the investigation 
of the manner in which this airport was leased and surrounding condi- 
tions, but that is beyond the question. 

Here is an airport with beautiful runways and all the facilities, 
as I say, in good condition. This example will be found in other 
places. 
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- CREOSOTE PLANTS 


All commercial-type operations could be limited, such as a creo- 
sote plant which the Marine Corps has just set up, to creosote timber 
and pilings and so forth, with a great program of commercial ac- 
tivities in my State of North Carolina at Lejeune. Yet there is a 
creosote plant at Wilmington, N. C., and there is a cresote plant at 
Norfolk, Va., and at other cities around. Yet they have this lumber- 
cutting operation and creosoting operation. 

Aiiybody who has ever visited one of these military commercial 
operations, and who has ever had any business experience can tell that 
they just simply cannot operate in competition to private business, 
because they do not consider in their overhead cost and so forth all 
of the things which private business has to consider. 

The commercial-type operations, such as creosote plants, lumber 
plants, hotels and optical-equipment activities and so forth could be 
cut. 

TRANSFER OF HOUSEHOLD GOODS 


Household transfers could be cut. At present general officers are 
entitled to ship 24,000 pounds of household goods, whereas any civil- 
ian, including the Secretary of Defense, is limited to 7,000 pounds. 

Mr. Taper. 24,000 pounds? 

Mr. Bonner. Yes. 

Mr. Lantarr. Generals. 

Mr. Taner. How do they get that much together ¢ 

Mr. Bonner. I cannot explain that. That is authorized, I imagine. 

Mr. Taser. That is a whole carload. 

Mr. Gore. That is a heavy carload. 

Mr. Bonner. Is that correct; I will ask a member of the staff. 

Mr. Kennepy. That is correct. 

Mr. Gore. As a matter of fact, on ordinary furniture, you could 
not possibly get 24,000 pounds of furniture in a carload. ‘A carload 
of cottonseed meal w eighs 3 30,000 pounds. 

Mr. Bonner. We are talking about what they are entitled to. I 
do not know whether they use this or not. 

Mr. Manon. We have quite a comprehensive statement on this 
whole question. There is ‘iho quite a bit in the hearings on it. 


BATMEN AND STRIKERS 


Mr. Bonner. I call your attention to what are known as batmen 
and strikers. They are enlisted personnel who serve in the private 
quarters and do domestic work. They could be eliminated. 

Mr. Gore. Tell us about that. 

Mr. Bonner. Why they could not be eliminated ? 

Mr. Gore. How many are there? What information do you have 
on it 

Mr. Bonner. On the number of strikers and domestic employees 
who are noncommissioned, men in the military service 4 

Mr. Gorr. The number of servicemen who are doing domestic work 
for officers. 

Mr. Bonner. I do not have the number of them, but it must be un- 
told, because you only have to visit these establishments to observe it. 
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Mr. Gorr. We have that general information, but what I would 
like to know is something specific. How do I go about cutting it out? 

Mr. Bonner. Well, it is an old Army eustom. It was agreed to be 
eliminated once. At the Budget it was agreed to. When the heads 
got together back in the Pentagon they said, “You cannot do this,” 
and then the defense forces withdrew from their agreement. 

This comes to me directly from a former high official in the Budget. 
But, nevertheless, it exists, and this committee does think it could 
be eliminated. 

Mr. Manon. Let me suggest that without objection we will put in 
the record of this hearing a rather comprehensive statement with 
respect to that. 

Mr. Bonner. I would like to strike out the reference to what the 
committee thinks could be eliminated, but I want to say that I per- 
sonally think it could be eliminated. This statement is my statement, 
gentlemen, personally, as the chairman of the committee. 

Mr. Manon. We understand that. 


TRANSPORTATION OF HOUSEHOLD EQUIPMENT 


In view of the question being raised as to the transportation of 
household equipment, we will put in the record of the hearing consid- 
erable information with regard to it, because it would be helpful to 
have it all at one point. 


Marcu 20, 1952. 
Hon. GeorcGeE MAHON, 
Chairman, Armed Services Subcommittee of the 
Committee on Appropriations, House of Representatives. 

DeAR Mr. CHAIRMAN: Reference is made to your letter dated March 7 re- 
questing information as to the amount of funds contained in the fiscal year 1953 
Air Force budget estimate for transportation of dependents and household goods 
of military personnel and the rules and regulations governing the same. 

Transportation of members of the uniformed services, their dependents, and 
shipment of their household goods is governed by the Joint Travel Regulations 
which became effective April 1, 1951. These regulations are applicable to the 
Army, Navy, Marine Corps, Air Force, Coast Guard, Coast and Geodetic Survey, 
and the Public Health Service, and were promulgated in accordance with pro- 
visions of section 803 (h) of the Career Compensation Act of 1949. 

In general, the Joint Travel Regulations authorize officers and certain enlisted 
personnel (pay grades E-4 with seven or more years of service, and E—5, E-6, 
and E-7) transportation in kind for their dependents, transportation of baggage 
and household effects, or reimbursement therefor when directed to make a change 
of permanent station. 

‘ine yount Travel Kegulations prescribe the following rates for reimbursement 
in lieu of transportation in kind for dependents: 

1. For each dependent 12 years of age or over, not to exceed two such de- 
pendents, $0.06 per mile. 

2. For each dependent 5 years of age or over, but under 12 years of age, $0.08 
per mile. 

3. Maximum rate payable for all dependents of one family, $0.18 per mile. 

The maximum weight of household effects which members of the uniformed 
services may ship at Government expense is limited by the Joint Travel Regula- 
tions to a “weight allowance” authorized for each grade of military personnel. 

Attached, as an enclosure, is a summary outlining the fund requirements for 
the travel of dependents and for the shipment of household goods, by project, as 
shown in the Air Force fiscal vear 1953 budget estimate. 

Fiscal year 1953 fund requirements for transportation of dependents and 
household goods of Air Force personnel were computed on the basis of the 
estimated number of military personnel who will be directed to perform a per- 
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manent change of station move in order to fulfill the Air Force mission. The 
required number of such moves is a direct result of the programed net increase 
in personnel of the Air Force from 973,350 to 1,061,000 during fiscal year 1953; 
the net increase in the overseas strength during the year; the activation of new 
units and the conversion of old units to new type aircraft requiring movement 
of personnel to school to acquire special training and skills, and also the rota- 
tion travel of trained personnel to utilize to the maximum extent possible existing 
skills; the release of those personnel who have completed their period of enlist- 
ment or tour of duty. 

Dependency factors used in the computation of these requirements were based 
upon the latest available experience data, indicating that 81 percent of the 
officers and 16.7 percent of the airmen entitled to movement of their dependents 
and household goods, have dependents. 

Average weight of household goods of 4,500 pounds for officers, and 2,5 
pounds for airmen, was used in the computation of these requirements. These 
averages were determined by the Air Forces Transportation Division and were 
based upon examination of actual bills of lading. 

Any reduction made in the amount of funds requested for the movement of 
dependents of military personnel will require a change in the Joint Travel 
Regulations or a change in the Air Forcé personnel program for fiscal year 
1953. Any restriction imposed upon the movement of dependents of military 
personnel ordered to make a permanent change of station will have an adverse 
effect upon the morale of Air Force personnel and will reduce incentive for 
recruitment of new personnel vitally needed in the expansion planned during 
the coming fiscal year. 

MANUEL J. ASENSIO, 
Major General, U. S. Air Force, 
Director of Budget, DCS/Comptroller. 


Marcu 27, 1952. 
Hon. Grorce H. Manon, 
House of Representatives. 

Dear Mr. Manon: Reference is made to your letter, dated March 7, 
garding the Transportation of families and dependents. 

The Department of the Army is fully in accord with the desires of the com- 
mittee to reduce travel of the Army to a minimum. However, it is considered 
that the present budget reflects the minimum amount of funds necessary to 
provide for travel incident to the induction, training, deployment, rotation, and 
separation of personnel. Expenditures of funds for travel of the Army are 
directly dependent upon the operational requirements of these factors. The 
reduction by $10,625,000 of the fiscal year 1953 estimate from the fiscal year 
1952 appropriation is primarily a reduction in the permanent change of station 
of units due to a stabilization of the troop bases. A larger reduction was offset 
to a considerable extent by the large turnover requirement created by the separa- 
tion of 35,000 officers and 888,000 enlisted men, the accession of 35,000 officers 
and 880,000 enlisted men, and the oversea rotational requirement of 48,000 
officers and 842,000 enlisted men. A corollary to the operational travel require- 
ments is the movement of dependents and of household goods as individuals, 
cost of which for fisal year 1953 is estimated at $23,208,200 and $44,675,680, 
respectively (enclosure 1). 

Transportation at Government expense of dependents and household goods 
is authorized, for permanent change of station only, to commissioned and war- 
rant officers and to enlisted man of the first three grades (FE 5, 6, and 7). For 
continental United States moves only, in addition to the above, enlisted men 
of the fourth grade (E4) with more than 7 years’ service are authorized to 
move dependents at Government expense. However, not in all cases do such 
personnel move their families and household goods, due to the inability of 
some oversea areas to support the family group and the desires of some in- 
dividuals to maintain a more permanent residence. 

As an example of a typical move of household goods and the costs involved, 
the transportation costs for the movement of 6,000 pounds of household goods 
for 1,000 miles amount to $465. The amount of household goods which may be 
transported, as authorized for all services in the Joint Travel Regulations, 
is dependent upon the grade of the sponsor as indicated in enclosure 2. In 


1952, re- 
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this connection, shipment of household goods by the sponsor to the Far East 
Command is limited to 2,000 pounds or 25, percent of the allowance, whichever 
is the greater. 

Rates for the travel of dependents are established for all services in the Joint 
Travel Regulations as follows: 6 cents per mile for each dependent 12 years of 
age or over, not to exceed two such dependents and 3 cents a mile for each de- 
pendent 5 years of age or over but under 12 years of age. The maximum author- 
ized is 18 cents per mile for all dependents of the sponsor. 

The matter of dependent travel with its accompaniment of household goods are 
two very closely related subject areas that are of considerable concern to all 
Government departments and agencies. In addition, private industry is deeply 
aware of the importance of the problems which arise as a result of improper or 
lack of consideration of the value of dependent travel and the movement of 
household goods. 

The nature of the duties of military personnel requires many changes of ‘per- 
manent station during active duty status. The morale of service personnel is 
considerably affected by their inability to retain some degree of semblance of 
normalcy in family integrity. Unrealistic conditions affect the desire of the 
proper caliber individuals to voluntarily perform military duty. Similarly, those 
persons who select the military professions as a career know, among other things, 
that it is the desire of the military to promote family life and to maintain family 
unit integrity as long as conditions will permit. Reversal of such policy would 
create a serious morale problem among career military personnel. 

Therefore, the Department of the Army has the policy of providing travel for 
dependents and the movement of household goods on permanent changes of 
station, subject of course to a wartime situation and a review of the conditions 
of the area to which the principal is being assigned. The Department is strongly 
opposed to any retrenchment or curtailment of transportation funds which will 
have any lessening effect on the movement of dependents and household goods. 

Attached for your information is a general outline of policies which are con- 
cerned with travel of the Army (enclosure 3). 

In the event that further information is desired, I shall be pleased to furnish 
any material available. 

Sincerely, 
R. G. DE VEccHIO 
(For G. H. Decker, Major General, GS, Chief, Budget Division, OCA). 





Cost oF MOVEMENT OF DEPENDENTS AND HOUSEHOLD GOoDSs 
Basis of computation 


Enlisted men: 13 percent of enlisted men are entitled to move household goods ; 
2,000 pounds is average weight. Number of dependents is 1.5 per family in cases 
wherein less than the average size family is moving and 2.2 in cases where it is 
indicated the average size family is moving. 

Officers: 50 percent of junior officers called to active duty are married and 
average 1.5 dependents and over 4,000 pounds of household goods. Eighty-seven 
percent of Army officers at large are married and have 2.2 dependents and aver- 
age 6,000 pounds of household goods. 


: Fiscal year 

First duty station: 1953 
36,780 dependents______...--_----~- See aE ey OTe TT eS $1, 108, 400 
24.520 families’ household goods__.—~--..-----_- TO Ae ar et 


Zone of interior moves: 
etree INOS 050k er eee SoBe elite ha 1, 326, 130 
22,522 families’ household goods- lil caiie St Gaialabb isl, iis 42 _ 4,713, 074 
To and from overseas: 


67,100 dependents__-_-- fidsacanéphcshepcgctaend Lic Basch lea hing cad can: 


15,250 families’ household goods____- ii eh acpi eed donists nbn wie 10, 517, 475 
Separations : 
06-010 .GOMGINOUIG och foes ba eR ie eee 3, 129, 270 


55,265 families’ household goods... ..~<.06~--1.5..-.--. 22... 5, 389, 771 
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Organizational moves: 


24,000 dependents___-------___- to NGS Ne OSA Se RE RR RE $1, 440, 000 
16,000 families’ household goods___-_-_- os span eotceiutind- ava sase apres rss ageaaaee 31: ON 
Total: 
NN nin alhachncs 11, 566, 000 
Families’ household goods___-~~~- GAME SONS RE iaoaetailes i 31, 205, 880 


Military personnel, Army; travel of the Army, fiscal year 
DN oa are al CU Se Wiad oie a Ee wee cone ES 42, 771, 880 


In addition to the above, the following costs incident to the movement of 
dependents and household goods are included in the appropriation “Maintenance 
and operations,” Army, fiscal year 1953: 


Program 1400: 
Project 1420, $1,875,600 for port handling charges for household goods. 
Program 2100: 
Project 2120, $4,333,200 for ocean transportation of household goods. 
Project 2120, $11,642,200 for ocean transportation of dependents. 
Program 2900: 
$5,697,000 for packing and crating by post engineers of household goods 
in the United States. 
$1,564,000 for packing and crating by post engineers of household goods 
in overseas commands, except Germany and Japan where such costs are 
paid from the local economy. 
The total amount incident to moving dependents and household goods in- 
cluded in the fiscal year 1953 budget is as follows: 


Appropriation : 





“Military personnel,” Army____.._.._~~_- aes wows 2 $42) 071-880 
“Maintenance and Operations,” Army__-_- reine Kan, Oia 25, 112, 000 
pl” REC eae SN RE nS AR oan eT Lad! A Oe Secateene _ 67,883, SSO 


Varimum weight allowance of household goods 


Pounds 
General and General of the Army____-~._____--___-_- Vee 
Lieutenamh memeree ooo ok eck ee eee Se a 
Major general____..__- aaah sddbetlanighich. ete ete a i ci eS i ee te 
ge TSE Ba es ie ieee ne Bet es ere Pa eee Mee ee eee Ue ae ee eee ek 12.000 
a ee ee ee eat ee pee er ek Se 2 ee 
BeNOR i a i ee 
OR Tae EOE eas ee Peat gee aie eve Cee Le i ee pe 9, 500 
EAR a hoes peas) Bee oe etn o pe ee ee ae 8, 500 
Waret serena Ott We ni ek eines Susod tadawaic ceebeken 7, 500 
Second  Mewmtenent eid 00 isis oie i ek. eebapoecatands 7, 000 
E7, 6; 5, and 4.¢W plus:7 years) ...5....~.2...-.- ee ee ee ee eins 4880 


NoTe.—Above maximum allowance pertains to all permanent change of station 
oS hand 


moves, except to FECOM, which is 2,000 pounds or 25 percent of the allowance, 
whichever is the greater. 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE COMPTROLLER, 


Washington 25, D. C., March 20, 1952. 
Hon. GEORGE MAHON, 


Chairman, Department of Defense Subcommittee, 
House Appropriations Committee, Washington 25, 'D. C. 
My Dear Mr. CHatrMAN: In reply to your letter of March 7 requesting infor- 
mation as to amounts budgeted for transportation of furniture and dependents, 
the following data are furnished: 


Amount, 


} 
+e | Amount, 
Item and appropriation | fiscal year | fiscal year 
| 1952 | 1953 


Transportation of dependents: | 
Military personnel, Navy Lee _ 


ili 7,500,915 | $18, 303, 289 
Military personnel, USMC hs ew caiied 7, 709, 214 3, 636, 750 
Total _...| 25,210,129] 21, 940, 039 


or 


Transportation of household effects | 
Service-wide supply and finance | 10, 441, 000 | 10, 563, 000 


Marine Corps troops and facilities | 4, 087, 981 | 3, 588, 289 
Total | 14,478, 981 14, 151, 289 
Packing and crating of household effects | pees Bae Loteetad ys 5! 
Service-wide supply and finance F vo al 6, 024, 900 | 6, 169, 500 
Shivs and facilities m3 a aS 124, 000 | 140, 000 
Ordnance and facilities : : } 500, 000 | 500, 000 
Service-wide operations | 15, 000 12, 000 
Aircraft and facilities , 2 1,110, 000 | 1, 287, 000 
Navy personnel, general expenses ; ee eS -| 25, 000 | 25, 000 
Marine Corps troops and facilities <b ie sinittieg eaace } 2, 377, 725 | 1, 920, 030 
Total aaie : - shai lenins inde 10, 176, 625 10, 053, 5380 





Notr.—Figures for transportation of dependents and household effects include amount estimated to be 
paid to the Military Sea Transportation Service 


The amounts budgeted for transportation of dependents are predicated essen- 
tially on the numbers of officers and specified grades of enlisted personnel with 
dependents who are estimated to be (1) assigned to first duty station, (2) re- 
assigned to new permanent duty stations, and (8) separated from active duty 
service. The slight increase in funds requested for this purpose for Navy per- 
sonnel in 1953 over 1952 is due mainly to an increase in the estimated percentage 
of dependents who will travel at Government expense when entitled to do so. 
During 1952 the percentage of active personnel who are veteran Reserves is 
much higher than it will be in 1958; inasmuch as the dependents of these person- 
nel who were recalled for relatively short periods of service are more perma- 
nently settled and less inclined to travel when entitled to do so, it has been 
assumed that dependents of the larger portion of nonveteran personnel during 
fiscal year 1953 will avail themselves to a greater extent of transportation at 
Government expense. For the Marine Corps, a decrease in the amount requested 
for fiscal year 1953 results primarily from the smaller number of officer and 
enlisted personnel estimated for separation (Reserve phase-out). 

Costs of transportation and household effects, together with the packing and 
erating thereof, are similarly related to the numbers of miiltary personnel in the 
above-mentioned types of permanent change of station travel travel status. 
However, estimates must provide also for financing the shipment of effects of 
all officer ranks and enlisted grades E-7 through E—4 of active duty military 
personnel on temporary as well as permanent change of duty orders. Weight 
allowances ure prescribed for each rank and authorized grade for temporary and 
for permanent change of station. Despite the increases in military strengths, 
the amounts requested for this purpose for fiscal year 1953 remain approximately 
the same as for 1952. : 

The rules governing the transportation of dependents and household effects, 
as well as the travel allowances of military personnel, are embodied in the Joint 
Travel Regulations—a code developed for the uniformed services in accordance 
with section 308 (h) of the Career Compensation Act of 1949 (63 Stat. 802). 
Authorization of payment for transportation of dependents and household goods 
of military personnel is derived specifically from section 308 (c) of the above 
act. <A brief summarization of the pertinent regulations is presented herewith: 
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(a) Members of the uniformed services except enlisted pay grades E—4 with 
less than 7 years service, E-3, E-2, and E-1 are entitled to transportation of de- 
pendents at Government expense upon a permanent change of station for travel 
acer reanel by the old station to the new permanent station or between points 
otherwise authorized in the regulations. Permanent change of station includes 
the change from home or from the place from which ordered to active duty to 
first station upon appointment or call to active duty, and from last duty station 
to home or place from which ordered to active duty; it also includes a duly 
authorized change in home yard or home port of a vessel. Dependent’s trans- 
portation is also authorized with orders to a temporary duty station for a period 
of at least 20 weeks when the orders do not provide for return to the permanent 
station. 

(b) Transportation of baggage and household effects of military personnel (in- 
cluding packing, crating, drayage, temporary storage, and unpacking) at Gov- 
ernment expense is authorized in connection with temporary or permanent 
changes of station, within such weight allowances as prescribed by the Secre- 
taries. Temporary change of station weight allowances are graduated from 400 
pounds for enlisted men of pay grade E—4 to 2,000 pounds for an admiral; perma- 
nent change of station weight allowances range accordingly from 3,000 to 24,000 
pounds. 

The costs of transportation of dependents are budgeted for, as indicated 
earlier, in the regular military pay appropriations. The transportation of house- 
hold effects is paid from the “Transportation of things” projects of the Navy 
and Marine Corps appropriations into which such costs are consolidated. Pack- 
ing and crating costs are borne by those apropriations financing the supply oper- 
ations at the installations designated to perform or to arrange for such services. 
Most of the designated activities are financed from the appropriation “Service- 
wide supply and finance,” although air stations, Marine Corps activities, and cer- 
tain other remote stations also perform such services, resulting in amounts re- 
quested under the other corresponding appropriation titles listed in the previous 
tabulation. 

I trust that you find this brief synopsis of the subject helpful. If you desire 
any further information, I shall be glad to be of assistance. 

Sincerely yours, 
E. W. CLEXTON, 
Rear Admiral, United States Navy, 
Assistant Comptroller, Director of Budget and Reports. 


Mr. Taner. Frankly ,I think this ought to be printed. 

Mr. Bonner. Gentlemen, it is time to do away with the frills. It 
is time to do away with the doodaddles and duplication. We can have 
a hard-hitting organization. These are days of austerity. If the 
budget can be this large on a partial mobilization, an attack with its 
call for full mobilization would bankrupt us before we could move 
our troops into the field, 

Gentlemen, I think that a fair example and a fair illustration of the 
volume of money that the Armed Forces now has at its disposal could 
be made by sending a 19-year-old boy up on U Street with his pockets 
filled with $100 bills. He would spend them irrespective of whether he 
could use the items which he would have sent: home or not. 

There is a great deal of corruption that goes on. Here is an in- 
stance: 

Air Force acts to clean up procurement irregularities. 


The corruption that goes on is due a great deal to the vast amount of 
money that these officers have at, their disposal and the sharp trades- 
man and the fast and keen salesman who comes in and induces them to 
buy, overbuy, and buy unnecessary articles. 

The warehouses of the armed services are bulging. They are hav- 
ing to build more warehouses to store materials that they continue to 


buy. 
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REVOLVING SUPPLY SYSTEM 


I believe, though the Army and the defense forces say that they oper: 
ate on a 90-day revolving supply system, that in hundreds and thou- 
sands of items they have enough supplies to last the present Army and 
a larger Army more than a year, and that purchasing could be stopped 
on common-use items for at least 3 months and the Army could 
function. 

I would like to present now Mr. Lantaff, an active member of our 
committee, who has given great time to this subject. 

Mr. Lantarr. Thank you, Mr. Bonner. 

I think that the remarks of the chairman would be concurred in 
generally by most of the committee. 

The hearings that we have had before the committee have not been 
fully printed yet, because of the fact that there was considerable classi- 
fied information in them, and all the departments had to go over them, 
so that the committee as yet has not been able to get together on a 
report, 


SEPARATE AIR FORCE SUPPPLY SYSTEM 


There is one thing that perhaps this committee can explore, together 
with us, and perhaps pursue a little faster than we have been able 
to, and that is this proposition of the Air Force moving in to set up its 
own supply system. 

When we were in Anchorage, as the chairman has pointed out, the 
Air Force there was expanding into its own supply system. You 
find such peculiar examples. If you would go into one warehouse, 
there would be a sheet of paper there that is standard for the Air 
Force, 8 by 1014 inches. If you go over to an adjoining warehouse, 
and you find that the Army has th: it, the Army cannot use the 8 by 
101% inch paper, for they have 8% by 10% inch paper for the same 
purpose. Therefore, it is not a standard article, and they have to have 
separate procurement and separate supply systems. That you will 
find carries all through the far eastern theater and Germany. 

The fact that the Air Force is proceeding to set up its own supply 
system is a fact. They are building across France warehousing facil- 
ities, and are assigning personnel to set up a separate line of communi- 
cations. As evidence of what that will cost, in terms of procurement, 
we only have to look at a single pipeline for a can of paint. In order 
to supply a using unit in Germany with one can of paint a day, the 
military procures 335 cans of paint for the pipeline. It takes 335 
cans of paint in the pipeline to supply a using unit in Germany with 
one can of paint a day. 

If the Air Force sets up a separate supply system, it means that the 
Air Force initially will go out to buy 335 cans of paint to fill up its 
own supply pipeline. 

General Eisenhower and General Ridgway both pointed out to us 
that it was not only not economical, but that it was not necessary for 
the Air Force to have a separate supply system. 

Mr. Curtis. For common-use items. 

Mr. Lantarr. What is that? 

Mr. Curtis. For common-use items. 

Mr. Lantarr. For common-use items. 














d 
id 


n 
|- 
1, 


c 





165 


If this committee can inquire of the military as to what moneys are 
being used, especially by the Air Force, to construct warehouses, for 
personnel, and for setting up their own supply system, I think that the 
committee would find a field where considerable money can be saved. 

The Air Force, I understand, and the Department of Defense, have 
denied that they were trying to set up such a supply system. I do not 
know; did the committee bring that letter back? Do we have that 
order we found in Germany ? 

Mr. Kennevy. That was sent to the GPO. 

Mr. Lanrarr. It is now in the hearing being printed. 

Should the committee run into this explanation on the part of the 
services that there is no separate supply system being established, 
each one of the members of this committee has seen in Germany a 
printed order from Washington, mimeographed, setting up target 
dates for the Air Force to set up and take over its own Engineering 
Corps, its own Signal Corps, its own Chemical Warfare Servi ice, and 
all the technical services from the Army. 

They are now proceeding with plans to build warehouses all across 
France and take over these technical services from the Army, on the 
theory that the Army has been unable to support them. 

The fact that that is being built up is an illustration of a statement 
made by one of the Air Force generals in Japan, to the effect that be- 
cause of the inability of the Air Force to have its own supply system, 
the Air Force there had only been able to supply at 40 percent of its 
efficiency. They had only been able to support General Ridgway’s 
operation over there 40 percent of what they could have if they could 
have had their own supply system. 

So I am hopeful that the committee can, by direct questioning 
eliminate from the budget and from the appropriation any items that 
the Air Force may be setting up, to take over that system. 


FUNDS FOR MACHINE TOOLS 


Should there be any funds requested by any of the three services for 
machine tools, a question might well be asked as to whether or not 
the services were familiar with over $1 million worth of machine tools 
which are sitting in a warehouse in Adak, on Adak Island. 

The Navy has advised, so we were told, all the services, that those 
machine tools were available; and knowing of the critical shortage of 
machine tools in this country, if there is any request for funds on the 
part of the military for machine tools, these tools are available, and 
a reasonable estimate of their acquisition given to the committee at 
Adak was $1 million. 

One other point that this committee went into was the question of 
the utilization of the Japanese economy in connection with supporting 
the Korean effort. I think all of us are familiar with the marvelous 
job that is being done out there in taking over this surplus and scrap 
material from the islands in this roll- -up campaign, and rehabilitating 
it either with contracts with the Japanese firms or otherwise. 
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MILITARY EQUIPMENT IN THE PHILIPPINES 


There is available today in the Philippines considerable military 
equipment. Whether or not the Army has worked with the State 
Department, as we requested them to do, to obtain a list of all that 
material that was available, with the idea of buying it back from the 
i me and putting it back in the Japanese economy to rehabili- 

tate, I do not know; but if new equipment is being pure hased it might 
Ze possible to make considerable savings there. Considerable savings 

‘an be effected if the Army is directed to report to this committee as 
ra whether or not they can utilize many of the materials available in 
the Philippines. ‘There are millions of dollars worth still down there. 

It may be that by acquiring that material from the Philippines, we 
‘an acquire it and rebuild it and do it at a lesser cost than to buy the 
new equipment in the States and ship it over to Japan. 


SURPLUS MATERIALS 


There is also available surplus material in Trieste. There were sev- 
eral warehouses that were left there. At Mr. Bonner’s request, the 
commanding general of Trieste was directed to put more personnel into 
these warehouses, to unpack these crates of equipment, and to notify 
General Ridgway and General Eisenhower of the material that was 
available there. 

Mr. Gore. They did not know until it was uncrated what it was? 

Mr. Lanrarr. No. Some of it was mismarked, and poorly marked. 
They had to unpack several crates which were marked in one way, 
and when unpacked they found there was somthing else in them. 

Did we havg any estimate onthat? No; we had no estimate as to the 
value, because they did not know what was in the crates. 

Mr. Ropackx. The total inventory value was $50,000,000, sir. 

Mr. Lanrarr. That was an estimate based on the boxes, considering 
what was contained in the boxes. 

It might be that this committee could specifically ask a question as 
to whether or not this material which is available in Trieste, which 
was surplus from the Fifth Army, has been recaptured by the Army 
and is being used in Germany and Japan in connection with their re- 
habilitation program. 

That is all I have to add. 

Mr. Bonner. May I present Mrs. Harden, a member of the com- 
mittee. 

Mrs. Harpen. Mr. Bonner and Mr. Chairman, I appreciate very 
much the invitation from the chairman to appear before the committee. 
I concur in what our chairman, Mr. Bonner, and Mr. Lantaff have 
said. Iam sure we are all eager for adequate defense, but we believe 
we can exercise a great deal “of economy in providing for national 
defense. 

Mr. Lantaff spoke of the warehouses. While on the island of Adak, 
we saw seven warehouses filled with surplus parts and machine tools, 
and I agree with him, that you should investigate the use of those 
funds, if they are asking for additional appropriations for machine 
tools, as no doubt many of those on Adak can be utilized. I feel that 
the appropriation for coffee roasting plants should be deleted from the 
appropriation bill at this time, as it certainly competing with private 
enterprise. 




















That is all at this time. Thank you very much. 

Mr. Manon. Thank you. 

Mr. Bonner. Mr. Curtis, a member of the committee who has been 
very diligent and very active in the work of this committee. 

Mr. Curris. I want to thank the committee for this opportunity 
to appear here, and I want to support in general the conclusions Mr. 
Bonner, the chairman of this committee, has stated and also those 
conclusions that Mr. Lantaff has presented. 

This committee, at least when I first started working on it, was 
investigating the surplus property that existed as a result of World 
War IT, and as a result, incidental to some of the investigation of the 
committee of trucks and spare parts that were being shipped into 
this country from Germany, we got into this entire proposition of 
surplus property in Germany, which, incidentally, amounted to $1 
billion worth. 

As a result of this inquiry, the Army rescreened the property they 
had over there twice, and then when this committee was in Germany 
we made a physical inspection of some of the warehouses over there, 
and as a result we saw additional material that could be screened and 
utilized. The reason I emphasize that is in conjunction with the 
statement which the chairman has made and Mr. Lantaff has made 
in regard to the utilization of this once declared surplus property. 

It behooves your committee, it seems to me, to find out where that 
fits into the needs and requirements in the military forces, because 
certainly they should not be asking that this material be made avail- 
able to them by purchase if it already exists. It seems to me it is 
extremely important to follow through this particular program of 
the utilization of the tremendous surpluses that exist. 

There is one figure I saw that I was very much interested in and 
that I know this committee will be interested in, which is the fact that 
1 year after the end of World War IT in Europe, at any rate, in the 
European theater, there was more material in the pipeline than was 
utilized in the entire 314 years of war. That gives you an idea of 
what this pipeline can mean. At least [ can say—and I think it 
generally supports my thinking on that—it is not mine: it is our con- 
clusion on the committee—that the military’s pipeline figures, the 
stocking levels, are not realistic. In other words, the amount of ma- 
terial that they say is necessary to be kept in the warehouses in this 
country, the amount that is necessary in the pipeline going over there, 
and the amount in the warehouses, say, in Japan, and the amount 
that is kept in Korea are not realistic stockings. 

Now, in conjuction, of course, with the utilization of surplus is the 
repair and rehabilitation program of the equipment that they already 
have, and that is something that the committee has been going into 
deeply. The military should have a figure in there to show how much 
of the material that they once have used is to be rehabilitated and re- 
paired, 





DUPLICATING COMMERCIAL ENTERPRISES 


In conjunction with that, of course, we got into this program of the 
duplication of commercial enterprises in the field, like, for example, 
the overhauling and repair of trucks. Down at the Atlanta depot they 
were overhauling trucks for reuse. They were doing a splendid job, 
they said, and according to their cost accounting basis they were sav- 
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ing us money, but actually there were commercial enterprises which 
were available there to do the work. When we asked the military 
what was included in their cost accounting, we found that no amortiza- 
tion of the machinery was included or rent of the building was in- 
cluded, and that heat and light were not included. We asked the 
colonel there and a few of the Army officers if their salaries were in- 
cluded in the cost, and they said “Oh, no. The Army would have to 
pay us, anyway.” 

Then when we went up to Fort Bragg, where they had an interim 
repair shop—and, incidentally, I do not want to put anyone on the 
spot—I will just say that some of the people in charge of that particu- 
lar shop said it was a shame that they could not send out into town to 
have the vehicles repaired out there, that it would have been done 
much cheaper. And in looking at some of the items that they were 
sending to the Atlanta general depot for repair, I said it looked like 
they could repair them right there, and they said “Yes; we could, 
but we have to keep the overhaul line going down in Atlanta.” 

In other words, there are many commercial fields that the military 
have gone into which are really not necessary, because they are merely 
duplicating facilities which exist in our own economy. 

One of the great things about the American economy is our dis- 
tributive system, and yet if the military buys 10,000 hammers direct 
from a factory at 60 cents a hammer, they say they save a lot of money 
because it would cost them $1 a hammer if they were bought at the 
retail hardware store. By the using military unit. Actually, the 
40-cent differential and considerably more is probably eaten up in the 
cost of warehousing and in the cost of cataloging and in the cost of 
the actual transportation from the warehouse out into the field. In 
other words, a complete duplication of the already existing civilian 
distributive system is what they are engaged in. A great deal of all 
of this additional warehousing that they are asking for is the result 
of duplicating the great distributive system that exists in this 
country. 

There is one other matter that I want to mention that I know the 
committee probably is giving a great deal of weight to. It is in- 
formation that I acquired as a member of the Small Business Com- 
mittee, and I want to pass it along to you. 

Last year we appropriated $57 billion for the military program. 
There was a $37 billion uwnexpended balance in existence, and then 
there are some other additional items involving something like $10 
billion which would be available for foreign military aid which have 
to come from our plants here. This totals something over $100 bil- 
lion which is available right now for the military. 

In interrogating Mr. “Charles Wilson, who appeared before the 
Joint Small Business Committee of the House and Senate, Mr. Wilson 
stated that the most our factories were able to turn over to the military 
in end items was a little less than $3 billion a month at that particular 
time, and that if they reached the peak they hoped for, it would amount 
to $4 billions. Those figures, of course, multiply out to less than $36 
billion a year that we are delivering, and if they reach what they hope 
to ultimately deliver, it is $48 billion a year, which is considerably less 
than the total of all these additional moneys available. 
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I asked Mr. Fleischmann, who was appearing with Mr. Wilson, 
who decides what the military is to get from our factories in view of 
our metal shortage. Mr. F leischmann said “We give the military what 
their real needs are.” I said “In other words, you people are the ones 
who are really screening the military budget for what they really need 
and not the Congressional Appropriations Committee.” The question 
was unanswered, but I submit the answer to our problem is right there. 

It comes right down to the program for building airplanes. We 
recently had the military turn back 300 million pounds of aluminum 
because the military were actually forced to the point—or the Air 
Force was—where they actually could not feed that into their produc- 
tion schedule. 

I know this committee is trying to do it, but it is so important that 
these appropriations actually fit in with the construction program. 

Our final comment: in the munitions report, I think of September 
1951, in a footnote was this statement : 

That if we granted to the military all of the end items for which we had appro- 
priated the money, it would require well over the entire world supply of nickel, 
tungsten, and several other strategic materials. 

In other words, our budget figures are actually completely out of 
line with what our actual capacity in this country amounts to. 


TRAINING PROGRAM 


Mr. Bonner. In conjunction with what Mr. Curtis had to say about 
this rehabilitation of equipment at Atlanta, they are not using that 
plant as a training school for troops; they are employing all civilians 
there, and there is no training program going on in that plant. If 
there was a training program for field units, there would be something 
to argue on the necessity for it, but there is no training program going 
on there. 

Mr. Curtis. That is an important point. That is what they told me. 
There actually is a school down there, but on interrogating the boys 
in the school, they said, the people who run the overhaul shop will not 
let them over there in that building where the actual work is going 
on, because they would interfere with the work schedule. It is true 
to say that there is a school there, but it does not benefit from this 
overhaul and repair work. 

Thank you. 

Mr. Bonner. Mr. Meader, who has been very active on this com- 
mittee and who has rendered great assistance to the committee. 

Mr. Meaver. Thank you, Mr. Bonner. 

Mr. Chairman, first I would like to put a footnote on the facts that 
Mr. Curtis presented with reference to the reacquisition of German 

STEG surplus. 

In a letter of January 31, 1952, to Mr. Kennedy, counsel for this 
committee, from Mr. Shackelford, he reported that the October 1950 
freeze order resulted in the reacquisition of $75,000,000 worth of prop- 
erty and that the April 1951 freeze order resulted in the reacquisition 
of $26,511,000 worth of property. 

Subsequently, after the visit Mr. Curtis referred to, on February 8, 
1952, Mr. Pace reported to the Comptroller General, and sent a copy of 
his report to Mr. Bonner, stating that certain electronic equipment 
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which STEG had in some of these depots was being reacquired with 
totalling about $935,000 additional, after these first two freeze orders. 

I think the point there is that until the committee called it to the 
attention of the military authorities, nothing was done about reacquir- 
ing this usable equipment which had already been transported to the 
theaters. Perhaps a further freeze of that character could result in 
even greater savings in current appropriations by compelling the 
military to use what they already have or that which they can reacquire 


from what has been declared surplus. 
REACQUIRING SURPLUS PROPERTY 


Mr. Bonner. Let me interrupt you there, Mr. Meader, and let me 
say that but for this committee I doubt very much whether there would 
have been an effort on the part of the armed services to reacquire this 
surplus property that was turned over to the German Government for 
the rehabilitation of the German population. 

This committee, on three occasions, at the outbreak of the Korean 
war, requested the armed services to requisition back this property and 
rehabilitate it, and on the third freeze that was mentioned there, the 
last freeze, I had to call the Secretary of the Army, Mr. Pace, twice 
over the telephone before we could ever get him to do it, and we saw 
the results of it while we were in Germany. We saw this property 
being taken back into the rehabilitation plants. An old rusty tank or 
piece of equipment that someone would say was unusable was being 
dismantled and worked over and put back together, and when it came 
out it looked just like any other truck or automobile. 

This committee brought all this out both in Germany and in Japan, 
because there were vast stores of this surplus property all over the 
Pacific. 

Mr. Taner. Is it still there? 

Mr. Bonner. There isa vast lot of it still on Okinawa that has been 
sold to someone that they could recover, whole fields of it, but it is 
doing well now. 

Mr. Taser. Does that mean that a lot of that stuff could be used 
instead of buying new equipment ? 

Mr. Bonner. The point I want to make, Mr. Taber, is that you 
have just simply got to put pressure on these boys to carry on some 
economy. That is the only point I am trying to make. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Manon. Proceed, Mr. Meader. 


SEPARATE ATR FORCE SUPPLY SYSTEM 


Mr. Meaper. IT just want to emphasize the matter of the separate 
Air Force supply system for common use items. 

This Bonner Committee wrote a report and filed it with the House 
on June 27 of last year, in which it firmly took the position that this 
movement to establish a third supply pipeline was a waste of funds 
that should not take place. Almost simultaneously an order was 
finalized which, over a period of time, as Mr. Lantaff has described, 
will authorize the Air Force to take over various services that they 




















have heretofore been receiving from the technical services of the 


Army. 
Mr. Manon. [ think L can say for this subcommittee that we are 
very much opposed to the establishment: of separate supply systems 
in common items, and we have been watching that very carefully. 
Of course, the services deny that they plan to do it or are doing it, 
as you know, but we are keeping.an eye on it. 
Mr. Mraper. I am sorry that we do not have the printed record 
here at this time. As far as I am concerned, for the first time, at 
Heidelberg, Germany, I learned of the existence of an order which 
authorized the Air Force to set up a supply system for common-use 
items and technical services which have been heretofore furnished by 
the Army. 
Mr. Manon. We will have our eyes on that. 
Mr. Meaprr. General Handy and General Norstad promised to 
prepare a brief giving the arguments pro and con on the Air Force 


setting up its separate supply for common-use items and duplicating 
Army technical services. 

. I am not familiar with appropriation procedures to anything like 
the extent that you gentlemen are, but I wonder how, at least for this 
year, the movement to establish a separate supply pipeline for the 





Air Force could be put in the deep freeze. Could this committee, for 
example, provide that no appropriation herein contained shall be used 
for the purpose of expanding this program to take over the supply 
of common-use items by the Air Force¢ If such language could be 
‘ included in the appropriation bill, that is one way I can see how vou 
could get at it. I do not believe that they will set up their accounts 
in such a way that you can lop it off in dollar amounts or eliminate it. 
Mr. Manon. We will check into that: that is a good suggestion. 
; Mr. Mraper. This position, as the chairman has pointed out, was 
supported by General Eisenhower, who exploded the argument. the 
Air Force has been making to support its position, that they must 
have responsiveness to command, which he said were just fine words, 
' a shibboleth that did not mean anything. 
He said on the contrary that he needed a single supply pipeline. 
| and when he was commander in chief in axons in World War IT 
he would not have accomplished what he did without it, that you 
cannot have lines of supply which are operated by independent agen- 
, cies, that they must be unified, and we have a three-page statement 
on that in answer to a very carefully prepared questionnaire. 
Mr. Manon. Do you have an extra copy of it for the committee / 
Mr. Meaper. If the chairman has no objection, I think you could 
have a confidential copy. 
Mr. Bonner. Is that General Eisenhower's statement 4 
Mr. Meaper. Yes. 
Mr. Bonner. I do not see any objection. We intend to use por- 
tions of that in our report. We are driving at one purpose. It does 
not make any difference to this committee whether we can get credit 
; for anything we can do if we can bring about the accomplishme nt by 
' somebody else. 
Mr. Manon. We can return the statement when we have looked it 
: 


over. 


Mr. Bonner. Have you finished, Mr. Meader ? 
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Mr. Meaprr. I appreciate the difficulty and the problems you gen- 
tlemen have. 

As the chairman knows, I have been urging for a long time that he 
supply himself with fact-finding investigators who can spend their 
full time going into these huge expenditures. It is the only way I 
know in which the Congress will ever get on top of its appropriating 
authority and recapture its power over the public purse, and I hope 
that you gentlemen have made some progress in acquiring an ade- 
quate and able staff. 

I want to assure you of my continuing support in efforts to acquire 
a staff to take the great burden off of this committee in trying to 
wrestle with this monstrous appropriation. 

Mr. Manon. We are deeply appreciative of your appearance here. 
Not only are we interested in getting your views at a formal session 
such as this, but from time to time during the session I have had occa- 
sion to talk to members of your committee and other members of our 
committee have also. It is all very helpful to us. We know that we 
have a tough job, and that we cannot do it perfectly, but we do the 
very best that we can. 

These suggestions will be valuable to us, and we will capitalize on 
them to the best of our ability. 

Mr. Bonner. Good day, gentlemen. 

Mr. Manon. Thank you. 

Mr. Bonner. Thank you. 


BYRD BUDGET 


CrerK’s Norr.—On February 14, 1952, Senator Byrd of Virginia, 
chairman of the Joint Committee on Reduction of Nonessential Federal 
Expenditures, issued a statement advocating reductions in expendi- 
tures of $8.6 billion, of which $2.6 billion was to be applied to the ‘Mili- 
tary Establishment. Senator Byrd was asked for a breakdown of this 
proposal and his reply in included below. It will be noted that the 
proposal contemplates a reduction of $1,201,000,000 in the estimates, 
$50,487,000,000, pending before Congress. 

(The matter referred to is as follows :) 
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Unirep States SENATE, 
COMMITTEE ON FINANCE, 
March 27, 1982. 
Hon. CLARENCE CANNON, 
Chairman, House Appropriations Committee, 
Washington, D. C. 

Dear CLARENCE: Please allow me to congratulate you on your success in 
reducing appropriations in the current bill. You, your committee and the House 
have done a good and courageous job. I sincerely hope that the Senate committee 
and the Senate will do as well. 

I regret that, due to unforeseen circumstances, I have been delayed in forward- 
ing to you the itemized budget reductions I should like to see accomplished, but I 
believe your action already taken and my suggestions are remarkably close in 
many instances. 

For your information a set of my tables with respect to military appropriations 
and expenditures is enelosed. I realize of course that some of the suggestions, 
especially with respect to limitations on expenditures from prior authorizations in 
the case of the military, cannot be accomplished by ordinary action on regular 
appropriation bills alone. 

In these tables I have attempted to list all of the items carried in the budget for 
both appropriations and expenditures. 

Column 1 shows the President’s current appropriation requests. 

Column 2 shows the President’s expenditure estimates. 

Columns 3, 4, 5, and 6 show my suggestions in terms of the provisions contained 
in Senate Concurrent Resolution 27 for a single appropriation bill. 

Column 3 shows my suggested current appropriation figure. 

Column 4 would be a 1953 expenditure (or obligation) limitation on funds from 
current appropriations and authorizations. 

Column 5 would be a 1953 expenditure (or obligation) limitation on funds from 
other available appropriations and authorizations. 

Column 6 would be a 1953 limitation on expenditures from all available appro- 
priations and authorizations. 

Columns 7, 8, 9, 10, and 11 are intended only as informational guide lines. 

Columns 7 and 8 show appropriations enacted for fiscal years 1951 and 1952, 
respectively. 

Columns 9 and 10 show expenditures (or obligations) for 1951 and 1952, respec- 
tively. 

Column 11 is only the arithmetical difference between the sums of appropria- 
tions and expenditures in 1951 and 1952, regardless of whether there may be still 
other available appropriations or whether the appropriations of these 2 years may 
have expired or be expiring. 

I know how difficult it would be, but I sincerely believe it would be highly 
profitable to make a searching study of unexpended, uncommitted, and unobli- 
gated balances in appropriations to the Defense Establishment as well as those for 
foreign aid and to a lesser degree those for all other activities of the Federal Gov- 
ernment. 

If vou think this would be impracticable for the Appropriations Committees at 
this time, I would appreciate your views as to whether such an examination would 
be a proper project for our joint committee. 

With my highest personal regards and very best wishes, 

Faithfully vours, 
Harry F. Byrp. 

Enclosures 


NOTES TO ACCOMPANY BYRD TABLES (MILITARY 
APPROPRIATIONS) 


(Note numbers correspond with table numbers) 


{Omitted numbers indicate full requests would be granted] 
DEPARTMENT OF DEFENSE: MILITARY FUNCTIONS 


OFFICE OF THE SECRETARY OF DEFENSE 
item No.— 
1. Salaries and expenses: Current appropriations and expenditures from current 
appropriations would be held to 1952 level; requested expenditures from 
prior authorizations would be granted in full. 





Item No.— 


10. 


dl. 


32. 


Court of Military Appeals: 50 percent of the increase requested in current 
appropriations and expenditures from current appropriations would be 
granted. 


DEPARTMENT OF THE ARMY 


Maintenance and operations: Contemplates 10-percent reduction in current 
appropriations and expenditures from current appropriations insofar as 
they are applied to training, management, manufacturing facilities, recruit- 
‘ing, civilian components and industrial mobilization activities; no reduc- 
tion is contemplated in appropriations or expenditures for forces and fa- 
cilities, supply, general services, medical, service-wide activities, commer- 
cial transportation, ete. 

Procurement and production: Contemplates 10-percent reduction in current 
appropriations and expenditures from current appropriations as applied 
to noncombat vehicle procurement, and 50-percent reduction in industry 
preparedness activities which have been going on long enough to warrant 
a sharp tapering-off. 

Military construction, Army civilian components: Contemplates 50-percent 
reduction in current authorizations and expenditures from both current 
and prior authorizations, to be applied largely to the acquisition of new 
Jands and structures. 

National Guard: Contemplates reductions of approximately 10 percent in 
current authorizations and expenditures from current authorizations as 
applied to general administration and operations, including especially 
publicity and salaries and expenses of the National Guard Bureau. 

teserve personnel requirements: Contemplates reductions of approximately 
10 percent in current authorizations, and expenditures from both current 
and prior authorizations. 

Research and development: Contemplates reduction of approximately 10 
percent in current authorizations and reductions of $35 milliou in expendi- 
tures from current authorizations and $10 million from prior authoriza- 
tions; these reductions, among other things, would include the elimination 
of the program described in item 5, page 624, budget document, as ‘“‘tech- 
niques to improve the classification and utilization of manpower.’’ (These 
studies have been going on since World War ITI and have developed very 
little of practical value. Thev are extremely academic in their results.) 

Promotion of rifle practice: Contemplates 50-percent reduction in current 
authorizations and expenditures from current and prior authorizations. 

Military construction: Contemplates reduction of 10 percent in expenditures 
from prior authorizations, directed primarily at the purchase of additional 
real estate 

Contingencies: Contemplates reduction of 10 percent in expenditures from 
prior authorizations. 

Expediting production: Contemplates reduction of $65 million. Enough 
money has already been spent on this program to justify a sharper tapering 
off. 

Inter-American relations: Contemplates approximately 10 percent reduction 
in expenditures out of prior authorizations. 

Quartermaster Service: Contemplates reduction in expenditures from prior 
authorizations of approximately 10 percent. (Current authorizations 
and expenditures from current authorizations covered in item 8 would 
not be reduced. ) 

Signal Corps: Contemplates reduction in expenditures from prior authoriza- 

tions of approximately 5 percent. (Current authorizations and expendi- 
tures from current authorizations covered in item 8 would not be reduced.) 

Engineer. service: Contemplates reduction in expenditures from prior 
authorizations of approximately 10 percent. (Current authorizations 
and expenditures from current authorizations covered in item 8.) 

Ordnance service: Contemplates reduction in expenditures from prior auth- 
orizations of approximately 5 percent. (Current authorizations and 
expenditures from current authorizations covered in item 8.) 

Chemical Corps: Contemplates reduction in expenditures from prior author- 
izations of approximately 10 percent. (Current authorizations and 
expenditures, from current authorizations covered in item 8.) 

Army training: Contemplates reduction in expenditures from prior author- 
izations of approximately 10 percent. (Current authorizations and ex- 
penditures from current authorizations covered in item 8.) 
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Organized Reserves: Contemplates reduction in expenditures from prior 
authorizations of approximately 10 percent. (Current authorizations 
and expenditures from current authorizations covered in item 8.) 

Reserve Officers Training Corps: Contemplates reduction in expenditures 
from prior authorizations of approximately 10 percent. (Current 
authorizations and expenditures from current authorizations covered in 
item 8.) 

Contingent expenses: Contemplates reduction in expenditures from prior 
authorizations of approximately 20 percent. (Current authorizations 
and expenditures from current authorizations covered in item 8.) 

Army stock fund: Contemplates a reduction of $100 million in current 
authorizations and in expenditures out of current authorizations. This 
reduction is primarily in additional stocks proposed for reserve. Reserve 
stocks are being increased 500 percent in 1952. 

Army industrial fund: Contemplates reduction in expenditures by 10 percent 
in terms of net budgetary effect. 

Defense production guaranties: Contemplates elimination of purchases of 
new loans and reduction of administrative expenses by 50 percent. 

DEPARTMENT OF THE NAVY 

Military personnel, Naval Reserve: Contemplates reduction of 10 percent in 
current authorizations and expenditures from current authorizations and 
prior authorizations. 

Officer candidates: Contemplates current authorizations and expenditures 
from both current and prior authorizations at the 1952 level. 

Navy personnel, general expenses: Contemplates elimination of manpower 
research and reduces current appropriations and expenditures from cur- 
rent appropriations as they apply to all other items by 10 percent.  Esti- 
mated expenditures out of prior granted. 

Marine Corps Reserve: Contemplates current authorizations and expendi- 
tures from both current and prior authorizations at the 1952 level. 

Marine Corps troops and facilities: Contemplates elimination of industrial 
mobilization activities which should be sufficiently planned by this time, 
in addition to Navy planning; and reduction of current authorizations, 
and expenditures from both current and prior authorizations for other 
activities by 10 percent. 

Aircraft facilities: Contemplates current authorizations and expenditures 
from current authorizations at the 1952 level, and expenditures from prior 
authorizations as estimated for 1953. 

Construction of aircraft: Contemplates personal service authorizations and 
expenditures at 1952 level, and authorizations and expenditures for other 
purposes as requested and estimated. 

Ships and facilities: Contemplates current authorizations and expenditures 
from current authorizations as applied to personal service at 1952 level; 
current authorizations and expenditures from current authorizations as 
applied to lands and structures at 50 percent of 1952 level; and current 
authorizations and expenditures from current authorizations as applied to 
industrial mobilization activities reduced by 50 percent of 1953 requests 
and estimates. Estimated expenditures from prior authorizations granted 
in full. 

Construction of ships: Contemplates 10-percent reduction in current au- 
thorization and expenditures from current authorizations, and grants 
estimated expenditures from prior authorizations in full. 

Shipbuilding and conversion: Contemplates allowance of 50 percent of the 
increase proposed for 1953 in personal service. 

Ordnance and facilities: Contemplates 10-percent reduction in current 
authorizations and expenditures from current authorizations for all 
activities except procurement and maintenance of ordnance which would 
be granted in full. Expenditures from prior authorizations would be 
granted as estimated. 

Ordnance for shipbuilding and conversion: Contemplates 10-percent reduc- 
tion in current authorizations, expenditures.from current authorizations 
and expenditures from prior authorizations. 

Medical care: Contemplates elimination of industrial mobilization activity 


and granting in full all other authorization requests and expenditure 
estimates, 


93946—52—pt. 2——12 








176 


Item No.— 
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89. 
93. 
95. 
97. 
100. 


102. 


106. 


109. 





Civil engineering: Contemplates 10-percent reduction in current authoriza- 
tions, expenditures from current authorizations and expenditures from 
prior. . 

Facilities: Contemplates elimination of all new authorizations, and reduction 
of expenditures out of prior authorizations by 50 percent. 

Research: Contemplates current authorizations and expenditures from cur- 
rent authorizations at 1952 level, and expenditures from prior authoriza- 
tions as estimated for 1953. 

Service wide supply and finance: Contemplates ne reduction in either 
authorizations or expenditure estimates applicable to supply distribution 
and transportion; but it does contemplate a 50-percent reduction in 
current authorizations and expenditures from current authorizations as 
applied to industrial mobilization, 20-percent reduction in current author- 
izations and expenditures from current authorization as applied to re- 
search, and 10-percent reduction in current authorizations and expendi- 
tures from current authorizations as applied to all other activities. Ex- 
penditures from prior authorizations would be granted in the full amount 
estimated. 

Service-wide operations: Contemplates no reduction in service-wide com- 
munications, Hydrographic Office, Naval Observatory, or Chief of Naval 
Operations; but it does contemplate a reduction of 50 percent in current 
authorizations and expenditures from current authorizations as applicable 
to public information, 10-percent reduction in current authorizations and 
expenditures from current authorizations as applicable to administration, 
joint international projects, and contingencies, reduction of 20 percent in 
current authorizations and expenditures from current authorizations as 
applicable to inter-American affairs; and it is contemplated further that 
current authorizatoins and expenditures from current authorizations for 
printing services and wage offices be held to 1952 level. Expenditure 
estimates from prior authorizations would be granted in full. 

Operation and conservation of naval petroleum reserves: Contemplates 
holding current authorizations and expenditures from current authoriza- 
tions at 1952 level and allowing estimated expenditures from prior author- 
izations in the amount proposed. 

Naval Petroleum Reserve No. 4, Alaska: Contemplates reduction of current 
authorizations as applicable to exploration to 1952 level; this reduction 
would be applied to expenditures from current authorizations. Expendi- 
tures from prior authorizations would be allowed as estimated. 

Public works: Contemplates expenditures out of prior authorizations at 
50 percent of the estimated amount, with the reduction to be applied to 
new construction largely. 

Miscellaneous, island governments, naval emergency fund and public works: 
Contemplates 25-percent reduction in expenditures from prior authoriza- 
tions. 

Navy stock fund: Contemplates 10-percent reduction in expenditures. 

Defense production guaranties: Contemplates elimination of purchases of 
new loans and reduction of administrative expenses by 50 percent. 

Navy working fund: Contemplates 10-percent reduction in expenditures 
out of prior authorizations. 

Navy management fund: Contemplates elimination of loss by reduction 
mostly in expenditures for Office of Public Information and NATO, 


DEPARTMENT OF THE AIR FORCE 


Aircraft and related procurement: Contemplates holding current authoriza- 
tions and expenditures from current authorizations for civilian personal 
service to 1952 level. No reduction is contemplated in expenditures from 
prior authorizations. 

Acquisition and construction of real property: Contemplates reduction of 
civilian personal service funds to 1952 level and reduction of 10 percent in 
expenditures from prior-year authorizations. 

Maintenance and operations: Contemplates current and expenditures from 
current authorizations for civilian personal service at 1952 level, and 
current authorizations and expenditures from current authorizations re- 
duced by 10 percent under 1953 requests and estimates in application to 
all other activities. Expenditures from prior authorizations also would 
be reduced by approximately 10 percent. 
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111. Research and development: Contemplates holding civilian personnel to 
1952 level, and reducing current authorizations and expenditures from 
current authorizations accordingly. Expenditures from prior authoriza- 
tions would be at budget estimates. 

112. Reserve personnel: Contemplates 10-percent reduction in current authoriza- 
tions, expenditures from current authorizations and expenditures from 
prior authorizations. 

113. Air National Guard: Contemplates 10-percent reduction in current author- 
izations, expenditures from current authorizations and expenditures from 
prior authorizations. 

114, Contingencies: Contemplates 10-percent reduction in current authoriza- 
tions, expenditures from current authorizations and expenditures from 
prior authorizations. 

115. Miscellaneous, preparation for sale or salvage of military property: Con- 
templates 10-percent reduction in current authorizations, expenditures 
from current authorizations and expenditures from prior authorizations. 

119. Air Force industrial fund: Contemplates 10-percent reduction in adminis- 
trative expenses. 

120. Air Force management fund: Contemplates reduction of 10 percent in ex- 
penditures in terms of net effect on the budget. 

123. Defense production guaranties: Contemplates 10-percent reduction in 
administrative expenses. 

125. Proposed for later transmission (1952 supplemental): The budget contem- 
plates enactment of $1 billion supplemental appropriation to become 
available in fiscal year 1952, from which $400 million will be expended in 
1953. It is contemplated that 1953 expenditures from this appropriatilon 
would be reduced by 10 percent, without impairing combat requirements 
in Korea. 

126. A proposed supplemental request for $4 billion authorization in 1953 which 
also would be available to the extent of $500 million in 1952 would be 
reduced by 50 percent. 1953 expenditures from this appropriation would 
be reduced by 50 percent, and this assumes that the supplemental will 
not be enacted in time for any expenditure in 1952. This reduction 
would be applied largely through the elimination of all but urgently 
essential funds for construction and acquisition of additional property. 

(Notre.—In addition to these specifie reductions it is suggested that the language 
in the general provisions be tightened up to preclude abuses which have been 
disclosed in activities such as civilian training, use of aircraft, informational and 
educational services, transportation of things, tuition, ete. It is to be hoped 
also that the provision with respect to clothing and equipage precluding transfers 
to working capital funds will be eliminated.) 
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